AGRICULTURE, RURAL DEVELOPMENT, FOOD 
AND DRUG ADMINISTRATION, AND RELATED 
AGENCIES APPROPRIATIONS FOR 2017 


HEARINGS 

BEFORE A 

SUBCOMMITTEE OP THE 

COMMITTEE ON APPROPRIATIONS 
HOUSE OF REPRESENTATIVES 

ONE HUNDRED FOURTEENTH CONGRESS 

SECOND SESSION 


SUBCOMMITTEE ON AGRICULTURE, RURAL DEVELOPMENT, FOOD AND 
DRUG ADMINISTRATION, AND RELATED AGENCIES 


ROBERT B. ADERHOLT, Alabama, Chairman 


KEVIN YODER, Kansas 
THOMAS J. ROONEY, Florida 
DAVID G. VALADAO, California 
ANDY HARRIS, Maryland 
DAVID YOUNG, Iowa 
STEVEN M. PALAZZO, Mississippi 


SAM FARR, California 
ROSA L. DeLAURO, Connecticut 
SANFORD D. BISHOP, jR., Georgia 
CHELLIE PINGREE, Maine 


NOTE: Under Committee Rules, Mr. Rogers, as Chairman of the Full Committee, and Mrs. Lowey, as Ranking 
Minority Member of the Full Committee, are authorized to sit as Members of all Subcommittees. 

Tom O’Brien, Pam Miller, Andrew Cooper, 

Justin Masucci, and Elizabeth King, 

Staff Assistants 


PART 3 

Page 


Commodity Futures Trading Commission 1 

USDA Office of the Secretary 157 

USDA Office of the Inspector General 597 

USDA Natural Resources and Environment 703 

Farm Credit Administration 867 



Printed for the use of the Committee on Appropriations 


20-558 


AUTHENTICATED 
U.S. GOVERNMENT 
INFORMATION 


U.S. GOVERNMENT PUBLISHING OFFICE 
WASHINGTON : 2016 


COMMITTEE ON APPROPRIATIONS 
HAROLD ROGERS, Kentucky, Chairman 


RODNEY P. FRELINGHUYSEN, New Jersey 

ROBERT B. ADERHOLT, Alabama 

KAY GRANGER, Texas 

MICHAEL K. SIMPSON, Idaho 

JOHN ABNEY CULBERSON, Texas 

ANDER CRENSHAW, Florida 

JOHN R. CARTER, Texas 

KEN CALVERT, California 

TOM COLE, Oklahoma 

MARIO DIAZ-BALART, Florida 

CHARLES W. DENT, Pennsylvania 

TOM GRAVES, Georgia 

KEVIN YODER, Kansas 

STEVE WOMACK, Arkansas 

JEFF FORTENBERRY, Nebraska 

THOMAS J. ROONEY, Florida 

CHARLES J. FLEISCHMANN, Tennessee 

JAIME HERRERA BEUTLER, Washington 

DAVID P. JOYCE, Ohio 

DAVID G. VALADAO, California 

ANDY HARRIS, Maryland 

MARTHA ROBY, Alabama 

MARK E. AMODEI, Nevada 

CHRIS STEWART, Utah 

E. SCOTT RIGELL, Virginia 

DAVID W. JOLLY, Florida 

DAVID YOUNG, Iowa 

EVAN H. JENKINS, West Virginia 

STEVEN M. PALAZZO, Mississippi 


NITA M. LOWEY, New York 
MARCY KAPTUR, Ohio 
PETER J. VISCLOSKY, Indiana 
JOSE E. SERRANO, New York 
ROSA L. DeLAURO, Connecticut 
DAVID E. PRICE, North Carolina 
LUCILLE ROYBAL-ALLARD, California 
SAM FARR, California 
CHAKA FATTAH, Pennsylvania 
SANFORD D. BISHOP, jR., Georgia 
BARBARA LEE, California 
MICHAEL M. HONDA, California 
BETTY McCOLLUM, Minnesota 
STEVE ISRAEL, New York 
TIM RYAN, Ohio 

C. A. DUTCH RUPPERSBERGER, Maryland 
DEBBIE WASSERMAN SCHULTZ, Florida 
HENRY CUELLAR, Texas 
CHELLIE PINGREE, Maine 
MIKE QUIGLEY, Illinois 
DEREK KILMER, Washington 


William E. Smith, Clerk and Staff Director 


(ID 



AGRICULTURE, RURAL DEVELOPMENT, FOOD 
AND DRUG ADMINISTRATION, AND RE- 
LATED AGENCIES APPROPRIATIONS FOR 
2017 


Wednesday, February 10, 2016. 

COMMODITY FUTURES TRADING COMMISSION 

WITNESS 

HON. TIMOTHY MASSAD, CHAIRMAN, COMMODITY FUTURES TRADING 

COMMISSION 

Mr. Aderholt. The subcommittee will come to order. I would 
like to welcome everyone to the Agricultural Appropriations sub- 
committee’s first hearing for fiscal year 2017. 

I also would like to recognize that we have a new member of our 
subcommittee that is now officially onboard, Mr. Palazzo from Mis- 
sissippi. He came to this subcommittee right after we finished up 
the hearings last year. So we are glad to have him be a part of the 
hearing this year and for what he will bring as far as his ques- 
tioning and his comments as we move forward. 

Today we welcome Chairman Massad. Thank you for being here 
with us. I understand you have had a full day today. So welcome 
for the afternoon session. 

But we look forward to discussing CFTC’s fiscal year 2017 budg- 
et request of $330 million, and of course other matters that are re- 
lated to the Commission. 

The CFTC’s budget has been a topic of much talk over the past 
few years, fueled by significant annual budget requests. As we saw, 
the White House yesterday announced support for a doubling of the 
CFTC’s budget to $500 million fiscal year 2021. This proposal is 
within the context of CFTC’s having already received significant in- 
crease of more than 123 percent since the financial crisis. 

For fiscal year 2017, if fully funded, this request would increase 
CFTC’s budget by 195 percent since the financial crisis of 2008. 
The agency has more than doubled in size in a matter of a few 
years. The President’s goal of quadrupling the agency in just over 
a decade ignores the Nation’s crippling $19 trillion debt, and as I 
mentioned last year during our annual budget hearing, the contin- 
ued pattern of submitting excessive budget requests seems to be a 
political maneuver that actually moves the goal post. 

These are the kinds of statistics that this Committee has to look 
at, has to examine as we move forward and we determine where 
we are going to invest additional monies. The subcommittee’s juris- 
diction covers a number of agencies, as you know. Of course, CFTC, 
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as we are here today, but also the Food and Drug Administration, 
and a vast majority of the U.S. Department of Agriculture. USDA 
alone is asking for an increase of almost $800 million and the FDA 
is asking for another increase this year. 

I want to emphasize that nearly every agency that is putting 
forth a request to this subcommittee can justify in some way why 
they need a bigger budget. For fiscal year 2016, the subcommittee 
had to consider additional funding increasing for the CFTC in light 
of other critical needs, such as the growing humanitarian and ref- 
ugee crisis in the Middle East; the needs of the FDA to implement 
the Food Safety Modernization Act; providing funding for the high- 
ly pathogenic avian influenza; and of course, keeping the lights on 
for families in rural housing throughout USDA’s Rental Assistance 
Program. 

Each of these areas deserved a hard look for increases, and when 
compared to years in the past, these were tough decisions that the 
Committee had to make. This being said, it should be noted that 
CFTC has made some improvements in how it regulates the mar- 
kets and improved some uncertainty for market end users. This in- 
cludes your ongoing work on the swap dealer de minimis rule, mov- 
ing forward on the cross-border equivalency. 

Since your time as chairman, you have addressed a slew of unre- 
solved regulatory issues left in the wake of the Dodd-Frank enact- 
ment, but there are, of course, still ways that progress can be 
made. 

I am particularly appreciative of the cooperation between you 
and your team and our staff in providing updates and working with 
us as we resolve critical issues. 

With all that said, there are many issues that we need to look 
at a little closer, including the budget request for this year, various 
regulatory issues, and CFTC’s management issues. 

You also mentioned cyber security in your written testimony, and 
I agree that this is a very important issue, and the committee has 
provided $282 million since fiscal year 2011, particularly for infor- 
mation technology. 

Now, it was a bit disappointing to see that the President’s re- 
quest did not include money or requested money set aside for IT, 
but under this budget request, CFTC spending will increase 32 per- 
cent, and this is the eighth consecutive double digit increase that 
has been requested since 2008, and we will discuss that a little bit 
further as we move forward. 

Also we will touch on a recent ruling requested by this sub- 
committee from the Government Accountability Office and which 
resulted in a potential violation in the Antideficiency Act. This per- 
tains to an accounting issue that culminated in the agency’s finan- 
cial auditor retracting ten years’ worth of financial statements. 

Congress had to fix this issue in the fiscal year 2016 Omnibus 
that resulted from action taken by a prior CFTC chairman. 

At our annual CFTC hearing back in 2013, this subcommittee 
originally raised the issue of the CFTC’s leasing practices and 
costs. What was discovered led to the investigation by the agency’s 
Inspector General, the GAO’s own leasing audit, and the recent 
GAO legal opinion showing that CFTC potentially violated the 
Antideficiency Act. 
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In addition, this subcommittee has noted for years that the agen- 
cy’s leases are significantly higher than what they should be and 
have resulted in excessive cost. The CFTC’s Inspector General con- 
firmed these suspicions a few years ago. 

Since Dodd-Frank, the agency’s numbers of personnel has in- 
creased by 18 percent, while annual leasing costs have increased 
by a staggering 74 percent, an additional $9.3 million per year in 
leasing cost. These leases were negotiated based upon funding as- 
sumption rather than on actual appropriations. 

This subcommittee requested the initial review by the CFTC’s In- 
spector General of the agency’s leasing cost and followed up with 
a review by the Government AccountaMlity Office. The bottom line 
in this one case and in future examples is for agencies to be great 
stewards of limited resources. 

Finally, we will discuss various rulemaking and other regulatory 
issues that are raised by our Members. I cannot agree more with 
the statement that is in your written testimony that you said, 
“Sensible regulation is essential.” How to define “sensible” within 
the context of current or future regulations is often what is up for 
debate. 

Whether the Commission needs more money or not may, in fact, 
be a valid question. This subcommittee’s goal remains to get past 
the rhetoric and into the nuts and bolts of the agency’s actual 
needs, how these budget increases actually resulted in preventing 
another financial crisis. The implication of some is more money for 
this agency will prevent another meltdown. 

The question is: what metrics prove this theory? These are all 
questions that we will ask and we will look at in this budget re- 
quest. 

CFTC has received some of the largest increases across the Fed- 
eral Government at a time of fiscal belt tightening. 

Before I proceed, I do want to take just a minute to share the 
themes that we have set out for the subcommittee this year. In 
summary, there are basically four things: outcomes, vibrancy, sup- 
port, and protection. 

In particular. No. 1, increasing oversight efficiency and need for 
effective outcomes; 

Number 2, keeping rural America vibrant; 

Number 3, supporting American farmers, ranchers, and pro- 
ducers; 

And, four, protecting the health of people, plants and animals. 

Theme number one builds off our oversight activities over the 
past several years. It is about streamlining. It is about strength- 
ening and simplifying programs and proven accountability, sup- 
porting effective programs for which the government has a clear 
and unique rule; ensuring appropriate staff levels; and prevent bur- 
densome regulation. 

For CFTC, this ensures that money is being spent properly on 
leasing costs and the limits unionization has placed on its ability 
to hire more staff. 

Theme No. 2 is about making smart investments in vulnerable 
populations and critical utility infrastructure; assisting rural busi- 
nesses with unique economic challenges; and making it a priority 
to fund those things that help grow the economy and jobs. 
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I want us to provide relief to financial end users and make sure 
families can stay in their homes. 

Theme No. 3 is about the constituents that we represent. This 
includes providing opportunities to them through domestic and 
international markets; ensuring free and fair markets; supporting 
science and research; and ensuring the safety net is there for those 
who need them the most. 

And then finally theme No. 4 is about ensuring a safe and 
healthy food supply; controlling and eradicating plant and animal 
pests that threaten industry; delivering nutritional assistance to 
vulnerable populations; and the efficient use of funds for nutrition 
research and education. 

Many of the end users are producers of an abundant food and 
drug supply. So our subcommittee literally touches the lives of 
every American in one way or the other and in some regard. 

I certainly am honored to have the chance to chair this sub- 
committee as we do exactly that, and I look forward to a fulfilling 
year as we move forward in looking at the budget for fiscal year 
2017. 

Now I would like to yield to the distinguished ranking member 
from the State of California, Mr. Sam Farr, for any comments that 
he would like to make. 

Mr. Farr. Well, thank you very much, Mr. Chairman. 

I think I get that distinguished label now that I have announced 
that I am retiring, but thank you very much. Thank you for your 
starting these hearings earlier and starting off in this very impor- 
tant arena. 

And thank you, Mr. Chairman Massad, for your leadership. I 
want to commend the CFTC for the great work you have done over 
the years. 

We kind of zoomed through this budget very quickly, and at the 
end we always seem to cut, squeeze and trim it, and I think what 
I would really hope that we might do this year instead of play 
“gotcha” we really think about why it is so important to meet the 
requests that the President has made in this budget for your mis- 
sion, and hope in your remarks you will talk a little bit about that. 

There are accounting, bookkeeping issues, as the Chairman 
talked about, but it seems to me you have always been forth- 
coming. Your agency has always been forthcoming about every one 
of those things, never tried to hide anything. There was no misuse 
of funds. It was accounting errors, procedural errors and, frankly, 
the amount of money involved is de minimis compared to what the 
mission is here. 

And I hope that we do not let the detail ruin the mission. I was 
kind of surprised. I mean, I looked at the report that the GAO did, 
but it also admitted that this had been going on for 22 years, and 
they never found it. So I think there is some responsibility here for 
the GAO who has failed to be the watchdog on this. 

You know, I saw the movie “The Big Short” this year, and these 
are always complicated issues, and it was interesting how as every- 
body who went through that period, even in that movie, they had 
a very interesting way of describing what was happening, as you 
know, sidebars, little vignettes of activity, very clever way to sort 
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of let the audience know how to understand these complicated fi- 
nancial instrument terms and actions. 

I think that is always the same thing that happens with you, I 
mean, with your Commission. It is a very esoteric field. Most peo- 
ple who invest in markets do not do it in derivative swaps, do not 
do it in commodities, and so on, and therefore, do not know how 
important it is, and as I understand, it is a trillion dollars a day 
almost business, a working day. 

That is a lot of money, and what happens is the rules that you 
are enforcing are the rules that Congress wrote in the Dodd-Frank 
bill. We wrote it and said this is what you have got to do, and now 
that you are doing it, you are getting dinged because some people 
on the outside do not like having to, you know, do the paperwork 
and do not necessarily want to be monitored. 

But it seems to me if we do not do that enforcement, if we do 
not be that cop on the beat or the referee in the game, which your 
responsibility is, my God, the losses to people that are not going 
to understand what happened, and I think it is going to get back 
to Congress who sat there and needled away at your budget year 
after year. 

And, yes, you have had increased requests, but I do not recall 
that we have ever really honored much of that request. In fact, I 
was told that of all the federal agencies, you have been the one 
that has gotten the most consistent across-the-board cuts that aver- 
ages about 26 percent a year from the request the President made 
to what Congress funds you. 

So as we go into this, I hope it is not a cat and mouse game. I 
hope that we can begin, Mr. Chairman, because I think this is 
what this Committee is. If there are differences on how to operate 
this agency, let’s solve those problems so that the agency can do 
their work that they are mandated to do in the Dodd-Frank law, 
and hopefully we will get that done this year and get off this you 
ask and we cut, and that is it and you have got to live with it. 

Because you would not have had all of these vacancies at all had 
you gotten the money that was necessary to fill those vacant spaces 
because that is what you thought you had to do and, frankly, at 
the time the Democrats were in the majority in the House or right 
after that, and we would have honored your request. 

It is the next party that ended up cutting it. So I hope we get 
away from cut, squeeze, and trim and get into let’s fund the mis- 
sion enough to be able to do the mission. That is the argument we 
give for the military. Let’s do it for the CFTC. 

Thank you very much. 

Mr. Aderholt. Thank you, Mr. Farr. 

And, Chairman Massad, we will turn to you now for your open- 
ing statement, and again, we appreciate you being here. 

Mr. Massad. Thank you. Chairman Aderholt, Ranking Member 
Farr, and members of the subcommittee. 

I am pleased to be back to discuss the President’s fiscal year 
2017 budget request for the CFTC. For fiscal year 2017, the Com- 
mission is requesting $330 million, an increase of $80 million over 
the 2016 enacted level. 
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Mr. Chairman and members of the Committee, in the aftermath 
of the global financial crisis, the work of the CFTC is more impor- 
tant than ever and critical to the U.S. economy. 

Thanks to our dedicated staff and to the constructive and collabo- 
rative engagement of my fellow Commissioners Bowen and 
Giancarlo, we are bringing important, sensible regulation to the de- 
rivatives markets. We are working to make sure that the rules re- 
quired of us by the Dodd-Frank Act concentrate on the areas of 
greatest risk, and that commercial end users are not unfairly bur- 
dened and can continue to use these markets effectively and effi- 
ciently to hedge routine commercial risks. 

We are seeking to address new and emerging risks in our mar- 
kets, such as cyber-attacks, perhaps the single greatest threat to 
the orderly functioning of our financial system today, and we are 
looking toward the future, taking action to address the potential for 
disruptions from automated trading, for example. 

The Commission is also working successfully to harmonize regu- 
lation with our fellow domestic and international regulators. Here 
let me pause to note the important announcement that Commis- 
sioner Jonathan Hill of the European Commission and I made this 
morning regarding clearinghouse regulation. 

After years of negotiation, we have reached an agreement that 
resolves the equivalence issue and will ensure that European and 
U.S. clearinghouses can continue to provide clearing services in 
each other’s jurisdiction. It will help ensure that our global deriva- 
tives markets remain robust while keeping our financial system as 
stable and resilient as possible. 

It is also a significant milestone in our cross-border harmoni- 
zation effort. 

Einally, the CETC is engaging in robust enforcement, which is 
the most important thing we can do to ensure these markets oper- 
ate with integrity and that the public is protected from fraud. 

But sensible regulation requires resources, and I cannot under- 
score that enough. The increases the CETC has received in the past 
are appreciated and were well used. Eor example, the fiscal year 
2015 increase allowed us to take some steps to improve our infor- 
mation technology capabilities and to bolster our staff in critical 
areas like enforcement and surveillance. 

But the Commission’s budget today is simply not commensurate 
with its responsibilities. Those responsibilities were vastly in- 
creased as a result of the global financial crisis, the crisis which 
caused trillions of dollars in damage to our economy and untold 
suffering to American families. 

And our responsibilities have increased because the traditional 
markets we oversee have grown substantially in size and techno- 
logical complexity in the last few years. The United States has long 
had the best derivatives markets in the world. They are the most 
robust, dynamic and competitive. The budget we are requesting is 
critical to keeping them that way because successful markets re- 
quire effective oversight, including proper examinations, surveil- 
lance, enforcement, and the other core activities we engage in. 

Of the $80 million requested increase, approximately 36 percent 
would be dedicated to information technology investments, critical 
to the Commission’s activities, such as market financial and risk 
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surveillance, data collection and analysis, and enforcement. This 
will help us keep pace with an industry that is changing and inno- 
vating at the speed of light, and it is much larger and more com- 
plex than even just a few years ago. It will help us to improve our 
IT infrastructure and our surveillance capabilities. 

The remaining 64 percent supports an increase in staffing and 
related support, with a particular focus on highly critical areas, 
such as surveillance, enforcement, and examinations. 

For example, it will increase our ability to examine critical mar- 
ket infrastructure, such as clearinghouses and exchanges. It will 
increase our ability to go after bad actors so that we fully protect 
customers like farmers, retirees and commercial business and pre- 
serve the integrity of our markets, and it will ensure that we can 
be even more responsive to the concerns of commercial end users. 

Finally, I would like to point out that our budget request is a 
fraction of the amount this agency has added to the U.S. Treasury 
in recent years as a result of our enforcement actions. Last year, 
for example, we collected over $3.2 billion through enforcement ef- 
forts, or an amount equal to over 12 times our budget for that year. 

Mr. Chairman and members of the Committee, I believe this 
budget request is a good investment, a good investment in making 
sure our derivatives markets continue to work for American farm- 
ers, ranchers, businesses and the American economy. 

Thank you for the opportunity to testify today, and I look for- 
ward to your questions. 

[The information follows:] 
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Chairman Timothy Massad, Testimony 
U.S. House Appropriations Committee, Subcommittee on Agriculture, 

Rural Development, Food and Drug Administration and Related Agencies 

Thank you Chairman Aderholt, Ranking Member Farr and members of this Subcommittee. I am 
pleased to testify regarding the President’s fiscal year (FY) 2017 budget request for the 
Commodity Futures Trading Commission (CFTC). 

The CFTC oversees the futures, options, and swaps markets. While most Americans do not 
participate in these markets directly, they are vital to our economy, affecting the prices we all 
pay for food, energy, and other goods and services. They do this by providing fanners, ranchers 
and businesses of all types with the ability to manage costs and hedge commercial risk. 

For these markets to work well, sensible regulation is essential. As you know, in 2008, the 
absence of sensible oversight in the swaps market contributed to the intensity of the w'orst global 
financial crisis since the Great Depression. That crisis cost our economy more than 8 million 
jobs, wiped out the savings of millions of Americans and cost millions of families their homes. 

Today, the dedicated staff and Commissioners at the CFTC are working hard to provide that 
oversight. I want to thank in particular our staff for their tireless efforts and commitment, as well 
as Commissioners Bowen and Giancarlo for the Judgment and constructive approach they bring 
to the agency. 

But sensible regulation requires adequate resources. While I appreciate the increases the agency 
has received in the past, I believe our budget is simply not proportionate to the responsibilities 
we face. The President’s budget request would change that. This budget will give us the 
resources to keep pace with an industry that is changing and innovating at the speed of light, and 
that is much larger and more complex than even Just a few years ago. It will enable us to address 
the technological transformations that are shaping our markets but also are creating new risks to 
financial stability — such as automated trading and cyberattacks, for example. It will ensure we 
can be even more responsive to the concerns of commercial end-users, who did not cause the 
global financial crisis yet rely on these markets to hedge commercial risk. It will allow us to meet 
our dramatically expanded responsibilities and continue bringing the once-opaque swaps market 
out of the shadows. And it will enable us to continue holding bad actors accountable, so that we 
protect customers and the integrity of our markets. 

The CFTC’s Budget Request for Fiscal Year 2017 

To continue our progress, and to allow for the CFTC to fulfill its responsibilities to oversee these 
vital markets as directed by Congress, the Commission requests $330 million and 897 full-time 
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equivalents (FTE). This is an increase of $80 million and 183 FTE over the FY 2016 enacted 
level. It is an investment that is much needed; as it will enable this agency to engage in a number 
of important activities that will help ensure that U.S. derivatives markets continue to be stable, 
transparent, competitive and free of fraud and manipulation. 

These additional resources will allow the Commission to improve surveillance capabilities to 
keep up with the technological sophistication of our markets today, and the extreme pace at 
which it is developing. This oversight will help us to detect excessive risk and prevent fraud, 
abusive practices and manipulation. The President’s budget request will bolster the CFTC’s 
enforcement efforts, which are so important to reining in illegal behavior. It will allow the 
Commission to substantially increase and improve its examinations of the critical infrastructure 
in our markets, such as clearinghouses, and better equip the agency to deal with the very real risk 
of cyberattacks. Additional resources also are essential to maintain and improve the basic 
information technology infrastructure and capabilities of the Commission. This includes the 
ability to receive, store and analyze vast new quantities of data in light of our new 
responsibilities and the increased use of automated trading. 

The CFTC has been and will continue to be prudent stewards of taxpayer dollars. We are 
focusing our limited resources on a number of activities that will strengthen and enhance the 
markets we oversee. 

The 2017 Estimate Advances Key Commission Priorities 

The 2017 budget request is focused on advancing key priorities related to our mission. Of the 
requested $80 million increase, approximately 36 percent would be dedicated to information 
technology investments that will enhance all of the Commission’s activities, such as market, 
financial and risk surveillance, data collection and analysis, and enforcement. The remaining 64 
percent supports an increase in staffing and related support, with a particular focus on highly 
critical areas such as surveillance, enforcement and examinations. 

Below is a breakdown of our request. 

Data and Technology 

The Commission requests $61.1 million and 60 FTE for enterprise-wide data and technology 
support activities, an increase of $17.1 million and 1 1 FTE above the FY 2016 enacted level. As 
you will hear throughout my testimony, data, and the ability to analyze and report data, are more 
important than ever to the CFTC’s ability to oversee the markets we regulate. As a result, it is 
essential that the Commission expand its information technology systems. 
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This includes increasing our ability to receive, store, and analyze message data resulting from the 
growth in electronic and automated trading, as well as the vast new quantities emanating from 
the swaps market. The Commission currently stores more than 800 terabytes of data. We are 
planning to increase our storage capacity by 50 percent this year, addressing requirements for 
growth in our high performance analytics program and other mission activities. 

The CFTC also must be able to aggregate various types of data from multiple industry sources 
that have grown dramatically more complex. It is important that we bolster our core 
infrastructure to provide flexible, reliable, scalable, and high-performance services. This includes 
hardware, software and other equipment, which must be expanded to support the agency’s 
growth. And it requires enhancing communication, processing, storage, and platform 
infrastructure. 

In addition, the Commission must safeguard the data of a wide variety of registrants and 
registered entities, to ensure it is maintained in a safe, secure environment, and is properly 
available to support the Commission’s oversight and enforcement activities. 

We are also working to build an efficient system to collect and analyze data from the swaps 
market. We have come a long way since 2008, when a lack of reporting meant neither regulators 
nor market participants could assess the exposures or interconnectedness of major institutions. 
Today, regulators have better information and market participants have greater transparency. But 
this is a momentous undertaking, and there is much more work to do. 

There are many actions the CFTC is taking to ensure accurate and efficient data reporting. We 
have proposed technical specifications to standardize reporting fields, and have proposed 
clarifying reporting obligations, including eliminating certain unnecessary obligations, with 
respect to cleared swaps. We are leading international efforts on data harmonization. And we 
take enforcement actions to ensure reporting obligations are honored. But a lack of resources 
could dramatically undermine these efforts. 

Surveillance 

The Commission requests $62.8 million and 160 FTE for surveillance, an increase of $25.7 
million and 56 FTE over the FY 2016 enacted level. These funds will help provide an 
investment in technology and personnel, and further develop the Commission’s automated 
surveillance and data visualization tools. 

Last year before this Committee, I spoke of the need for more resources to improve our 
surveillance capabilities to address the growing complexity, volume and sophistication in our 
markets. Today, the situation poses an even greater challenge. 
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The days when the CFTC could conduct market surveillance by observing traders in floor pits 
are long gone. We are in an age of electronic, and mostly automated, trading, which requires an 
entirely new level of sophistication. In today’s high-speed markets, manipulation and fraud are 
often conducted using complex strategies involving large numbers of bids and offers that far 
outnumber consummated transactions. 

Moreover, the number and range of products in which we should engage in surveillance has 
significantly increased. Today, the CFTC oversees the markets in over 40 physical commodities, 
as well as a wide range of financial futures and options products based on interest rates, equities, 
and currencies. The volume and number of contracts have grown. For example, the number of 
actively traded contracts on U.S, exchanges has more than tripled in the last 10 years, with a 
substantial increase in 2014. 

To be successful in our market surveillance efforts, the Commission must have the ability to 
continually receive, load, and analyze large volumes of data on these transactions. This requires 
a massive information technology investment, sophisticated analytical tools that the Commission 
develops for these unique environments, and experienced professionals who can identify 
potential problems and engage in further inquiry. 

Our expanded oversight of the swaps market presents unique challenges with respect to 
surveillance. For example, the types of data required by the Commission, the number of sources 
providing data, the complexity of the data, and the volume of the data have all expanded 
significantly. We must analyze this data across the multiple trading platforms that exist. There is 
also considerable voice-driven activity and complexity related to the execution and proce.ssing of 
trades, which require different surveillance perspectives. Aggregating data to understand 
participants' positions across futures and swaps markets, both cleared and uncleared, is 
particularly challenging. 

The Commission also engages in surveillance to monitor risk — risk at the individual 
clearinghouse, clearing member and large trader levels. We must look at credit, concentration, 
liquidity and market risk. We monitor customer and house positions and margining practices. 
Commission staff must also review large customer positions being held at or managed by 
intermediaries. Today, there are ten clearing firms that hold more than $10 billion in customer 
funds. 

To give just one illustration of our challenges today, we have worked with banking and 
international regulators to come up with a sensible and harmonized framework for requiring 
margin for uncleared swaps. Now, we need to significantly enhance our surveillance of these 
uncleared swaps, and integrate that with existing surveillance efforts. Our goal is to obtain a 
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much better picture of the risks posed by large market participants to one another, and to the 
financial system, whether swaps are cleared or uncleared. Now that we have a sensible rule 
framework, lacking the resources to measure whether it is working would be a missed 
opportunity. It will be challenging to create and maintain this surveillance function without 
additional resources. 

Surveillance in all of the.se markets does not occur with technology alone. The Commission 
needs experienced staff; staff who understand the markets we oversee, who can distinguish 
anomalies and patterns, and who have the judgment and skills to investigate possible 
misbehavior. Every market we oversee is different, and we must have staff with specialized 
knowledge of the market structure, trading patterns, and complexities of each unique market and 
product. 

Falling short of the requested increase in surveillance would severely limit the Commission’s 
ability to detect fraud and manipulation, market abuses, firms in trouble, or other improper 
behavior. The result will be increased costs and increased risks to our markets and our financial 
system. 

Enforcement 

The Commission requests $68.7 million and 212 FTE for enforcement activities, an increase of 
$15.5 million and 51 FTE over the FY 2016 enacted level. There is perhaps no more important 
role of the CFTC than to maintain market integrity and protect consumers. To do so, a strong 
enforcement function is vital. 

The CFTC’s enforcement responsibilities are more important than ever, due to its expanded 
mission, market complexity, and the advent of new, complicated forms of illegal behavior, such 
as spoofing. The CFTC must have the necessary resources to investigate and punish abusive 
practices. For example, analyzing automated trading patterns requires sophisticated information 
technology capabilities and unique expertise. The Commission not only has insufficient 
resources currently, but it anticipates more time-intensive and inherently complex investigations 
in the future. 

We have accomplished a great deal with the resources we have. The Commission is investigating 
more cases involving manipulation, false reporting of market information and disruptive trading 
practices. However, as behavior becomes more advanced, cases become more expensive. Often, 
these cases involve conduct spanning many years, multiple markets and products, and require 
forensic economic analysis of trading data. In recent years, the Commission prosecuted 
wrongdoers for a wide range of fraudulent schemes, including Ponzi schemes that preyed upon 
the retail public, precious metals speculation and commodity pools. 
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For example, a recent case involving alleged spoofing in connection with the May 2010 “Flash 
Crash” took years of intensive data analysis and other investigation. Further, the Commission 
often faces defendants that will spare no expense in their defense. A recent case that arose from 
the Peregrine fraud, for example, lasted more than two years and required more than 4,800 hours 
of staff time. The MF Global litigation is ongoing, more than four years after the firm collapsed. 
The London Interbank Offered Rate (LIBOR) and foreign exchange benchmark cases were 
global in nature and required intensive reconstruction of communications and trades, substantial 
document, email and chat room reviews, analysis of trading data and books, and outside expert 
analysis. The LIBOR investigation took us four years to bring the first ease. Specialized experts 
are needed not only in benchmark cases, but also to investigate and litigate many other types of 
complex trading cases. 

in addition to increases in complexity, the Commission also predicts a continued increase in 
resource-intensive, multi-jurisdictional and multi-national investigations. This is due to the 
global nature of the swaps marketplace where money and risk have no geographic boundaries, as 
well as the challenges associated with permitting compliance with foreign law in some 
circumstances. 

While our effectiveness is best illustrated by the quality, breadth and complexity of the cases 
pursued, data can provide a snapshot of our accomplishments. In fiscal year 2015, the CFTC 
filed 69 new enforcement actions and opened more than 220 new investigations. It also obtained 
$3.2 billion in sanctions, collecting over 90 percent of the sanctions imposed. 

This means that over the past five years, the Commission collected fines and penalties of 
approximately four times its cumulative budgets. And in FY 2015 alone, the amount collected 
was over 12 times the enacted budget. This amount would support the Commission's FY 2017 
budget request for the next nine years. 

Enforcement is not just about dollars and cents. Ifs about helping investors, retirees, and others 
who have been victimized by wrongdoers. For example, just this past December, the 
Commission obtained more than $9 million in monetary j udgments against an institution for its 
operation of a fraudulent foreign exchange rate scheme. The scheme claimed roughly 114 
victims, including several elderly victims who had invested significant portions of their life 
savings. 

And in March of 2015, the CFTC settled charges against a number of entities for operating a 
fraudulent hedge fund and commodity pool, which victimized elderly persons who were 
deceived into participating in the scheme through their IRA accounts. To date, the CFTC has 
returned nearly $4 million to those victims - and the recovery efforts continue. The Commission 
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also joined with the SEC and U.S. Attorney’s Office for the Eastern District of Texas, which 
brought related civil and criminal actions. 

Examinations 

To substantially bolster its examinations of the critical infrastructure and intermediaries in our 
markets, the Commission requests $34.2 million and 128 FTE for examinations, an increase of 
$3.4 million and 13 FTE over the FY 2016 enacted level. Taken in concert with other activities, 
regular examinations maintain market integrity so that American businesses — as well as 
participants from around the world — can continue to have confidence in our markets. The 
Commission engages in direct examinations, as well as oversight of examinations performed by 
self-regulatory organizations. 

Among the most important examinations that the Commission conducts are those of 
clearinghouses, which have become critical single points of risk in the global financial system. 
We lack the resources to engage in annual examinations of all clearinghouses, and to conduct a 
sufficient number of in-depth examinations. And yet, the number of clearinghouses, the scope 
and complexity of the examination issues and the importance of these examinations to overall 
financial stability are all increasing. Moreover, the risk of cyber-attacks is of particular concern 
with clearinghouses and warrants examinations specifically dedicated to that subject. 

In addition to clearinghouses, we need to examine other critical infrastructure such as exchanges, 
swap execution facilities, and swap data repositories, as well as intermediaries such as the 
clearing firms that take customer money. The 10 clearing firms that each hold over $10 billion 
in customer funds that 1 previously noted are just one example of registrants that the Commission 
oversees. The Commission also oversees over 100 regi.stered swap dealers, as well as nearly 
4,100 commodity trading advisors and commodity pool operators. The Commission has asked 
the National Futures Association (NFA) to take on greater responsibility for certain 
examinations, including in particular the examinations of swap dealers. However, the 
Commission must still oversee the NFA’s activity. 

For all these reasons, the Commission needs to increase its capability to conduct examinations 
and provide oversight. A failure to provide the requested level of funding will mean the CFTC 
will not have sufficient resources to do so. putting the markets and market participants at risk. 

Registration and Compliance 

The Commission requests $18.0 million and 62 FTE for registration and compliance activities, 
an increase of $3,5 million and 10 FTE over the FY 2016 enacted level. The CFTC's ability to 
analyze registrations in a timely and thorough manner is critical to the stability and integrity of 
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the markets. The new swap regulatory framework has resulted in the permanent registrations of 
18 swap execution facilities (SEFs) and five temporary registrations. There are over 100 swap 
dealers, plus four provisionally registered swap data repositories. However, the Commission still 
has a significant backlog. The Commission is dealing with applications for pending registration 
from 19 foreign boards of trade, as well as new derivatives clearing organizations and other 
applicants. We expect additional applications in FY 2017 and beyond. 

And following an entity’s initial registration, the CFTC keeps monitoring the entity’s activities 
for compliance, and may provide policy direction and legal interpretative guidance when 
necessary. 

We have again worked to delegate more responsibility to the NFA. But between the policy 
guidance and review work that we must do directly, as well as the oversight of our self- 
regulatory organizations, our resources simply are not sufficient. A lack of adequate funding 
impairs the Commission's ability to attract and retain the experts who understand the markets 
and who have the ability to review registrations and carry out compliance oversight in a timely 
and thoughtful manner. This results in delays, insufficient customer protection, regulatory 
uncertainty, and higher legal and compliance costs for registrants. All of these factors severely 
impact the efficiency, integrity, and attractiveness of the nation's markets. 

Actions to Address End-User Concerns 

An increase in funding is also essential to responding to the concerns of market participants 
promptly and properly, in particular commercial end-users. These markets exist to enable 
businesses to hedge risk, and so it is vital that we are in a position to evaluate and respond to 
their suggestions and concerns. Since I and Commissioners Bowen and Giancarlo took office, 
we have taken many important actions to ensure commercial end-users can use these markets 
efficiently and effectively, but there is more we should consider. 

For example, in mid-December, we adopted significant changes to a rule that will reduce 
recordkeeping obligations for commercial end-users. Now, these entities do not have to keep 
records of pre-trade communications or text messages, nor do they have to record oral 
communications related to their transactions. Further, w'e have simplified the requirements for 
keeping records of final transactions. 

Also late last year. Commission staff released an important preliminary report on what is known 
as the "de minimis threshold” for swap dealing and major swap participants. An entity engaged 
in swap dealing at a level exceeding that threshold — ^which is currently $8 billion in notional 
amount of swaps over the year — must register as a swap dealer. This triggers oversight Joy the 
CFTC as well as capital, margin, disclosure, recordkeeping and documentation requirements. 
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The rule provides that in about two years, that level will fall to $3 billion, unless the Commission 
takes action. 

Our staff report was written with the benefit of significant new data, thanks to the reporting 
efforts I described earlier. It does not make a reeommendation as to what the level should be. It 
instead explores the issues, and invites public comment on the data, the methodology and the 
issues discussed. It will take us some time to consider the feedback and produce a final report, 
and the Commission can then decide whether to take any action. 

The Commission also recently finalized a very important rule setting margin requirements for 
uncleared swaps. Consistent with Congressional intent, our rule does not require the collection of 
margin from end-users. It focuses instead on where the greatest risk exists-between large 
financial institutions, where the default of one entity would lead to further defaults by its 
counterparties, given the interconnectedness of our financial system. I’m pleased that the 
banking regulators also changed their rules, in the course of working with us, to the same 
standard. 

In addition, just a few weeks ago, CFTC staff addressed the concerns of our community 
development financial institutions and small banks with under $10 billion in assets, by making 
clear that these entities may choose not to clear a swap subject to the CFTC’s clearing 
requirement, provided they comply with certain other conditions. 

And the Commission also clarified w'hen certain agreements that include volumetric optionality 
provisions are forward contracts, rather than swaps. These types of contracts are widely used by 
a variety of end-users, including electric and natural gas utilities. Our interpretation is intended to 
make sure commercial companies can continue to conduct their daily operations efficiently. 

The Commission also amended its swap dealer rules so that local, publicly-owned utility 
companies can continue to effectively hedge their risks in the energy swaps market. These 
companies, which keep the lights on in many homes across the country, must access these 
markets efficiently in order to provide reliable, cost-effective service to their customers. 

These are just some of the actions we have taken to address end-user concerns. With the 
appropriate resources, we can do so more efficiently and thoroughly. 

Other Agency Priorities 

Let me also briefly note two areas where additional resources will help us take necessary actions 
to address potential new risks in our markets. We recently unanimously approved proposals to 
enhance cybersecurity protections. This is critical, as the risk of cyberattacks is perhaps the 
greatest single threat to the orderly functioning of our markets. Our proposal geeks to make sure 
that the critical market infrastructure that we oversee — the exchanges, swap execution facilities, 
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clearinghouses and swap data repositories — engage in adequate testing of their own protections 
against cyberattacks and similar technological risks. 

We also unanimously approved a proposal to address the increased use of automated trading in 
our markets. Our proposal seeks to minimize the risk that automated trading will result in 
disruptions in the markets by requiring adequate risk controls, testing and monitoring of 
algorithms, and other measures. We hope to finalize these critical rules later this year, and 
meeting this budget request will allow us to implement them effectively. 

Conclusion 

Finally, let me conclude by noting again my appreciation for the increase of $35 million we 
received in our fiscal year 2015 budget. This was essential to improving our ability to carry out 
our mission, and we used these resources wisely. In particular, we took some long overdue 
actions to modernize our information technology capabilities and to bolster our staff in critical 
areas, such as enforcement. This was effective, as evidenced by our continued progress in 
building a system to collect, aggregate and analyze data, as well as in our continued success in 
returning billions of dollars from bad actors back to U.S. taxpayers. But unfortunately, our 
funding level in FY 2016 remained flat, making it challenging to even maintain the additional 
staff the Commission added. 

An increase in our budget is a wise and necessary investment for our economy. Our derivatives 
markets are the most robust, dynamic and innovative in the world. And that is why they have 
been global leaders, and have attracted global participation. But maintaining that leadership 
requires not only the continued ingenuity and resources of the private sector; it requires a 
regulatory effort that makes people from around the world want to continue to invest here. It 
requires a regulatory effort that is equally sophisticated and technologically competent; one that 
has the resources to tackle new emerging risks, and revisit existing regulations when they are 
outpaced by technological advancement. And it requires a regulatory effort that is capable of 
responding to the concerns of honest and hardworking market participants, while punishing the 
bad actors who might otherwise succeed in taking advantage of those very individuals. 

Thank you again, Mr. Chairman, The CFTC’s FY 2017 budget request is designed to enable the 
Commission to keep making progress toward fulfilling its responsibilities to the American 
public, so that we help make sure our markets continue to thrive and contribute to economic 
growth. I look forward to answering any questions you may have. 
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Mr. Aderholt. Thank you. Thank you, Mr. Massad, for your tes- 
timony. 

We will continue now with the question portion of the hearing. 
I would like to walk through some of the agency’s budgetary in- 
creases that have occurred over the past few years and some state- 
ments for the record explaining how and why these have come to 
pass. 

Going back to fiscal year 2007, the agency had a budget of just 
less than $100 million. By fiscal year 2010, our minority counter- 
parts had increased the budget to $169 million, and in describing 
these actions, they noted that, quote, “CFTC will have received a 
substantial 44 percent increase in its appropriated funding in just 
two years,” end quote. 

Today CFTC’s appropriation stands at $250 million, with the Re- 
publican controlled Congress providing an additional increase of 
123 percent since the financial crisis of 2008. 

In fiscal year 2011, after Republicans took control of Congress, 
the President submitted a budget request of $261 million. That re- 
quest grew to $315 million in fiscal year 2014, but it was back 
down to $280 million for 2015. 

This year the President set a new record at $330 million and is 
asking for $500 million over the next 5 years. 

These requests, as you can see, seem to be all over the place, and 
it is difficult sometimes to separate reality from politics. My minor- 
ity counterparts thought 44 percent was substantial. Now they do 
not seem to think 123 percent is anywhere near enough. 

Have you not set year-over-year records for enforcement actions 
and collection of monetary penalties in billions of dollars in the 
past few years? Is that true? 

Mr. Massad. Yes. 

Mr. Aderholt. Have you been able to meet your hiring targets 
with increases that have been provided you? 

Mr. Massad. By hiring targets, Mr. Chairman, may I just ask 
you to clarify what you mean by hiring targets? 

Mr. Aderholt. Your full-time employee levels. 

Mr. Massad. Oh, we set a level based on the budget that we 
were given, and we operate to meet that. So, yes, we operate to 
meet that. If you are asking me my target in terms of what we 
need, I would say no, because we do not have the budget for that. 

Mr. Aderholt. But the budget is at the highest level in the 
Commission’s history; is that correct? 

Mr. Massad. Yes, it is. 

Mr. Aderholt. So can you understand why some Members, espe- 
cially on my side of the aisle, may feel that the budget requests 
have been a moving target that sometimes may be motivated by 
politics rather than reality? 

Mr. Massad. Mr. Chairman, I certainly appreciate that we have 
received increases, and we are very grateful for those, but I think 
it is important to step back and look at the big picture here. Our 
responsibilities were dramatically increased by Dodd-Frank. We 
have jurisdiction over the futures and options markets, and we 
were given jurisdiction over the over-the-counter swaps market, a 
huge global market, a very well developed global market that all 
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of the major banks are the major participants in that covers a wide 
variety of products and activities. 

That is, depending on how you estimate it, by notional amount, 
and I agree notional amount is just one measure, that is estimated 
anywhere from $300 to $400 to $600 trillion worldwide. The fu- 
tures market is about $30 trillion by notional amount. 

Secondly, the futures market itself has dramatically changed. 
Trading is more automated. The number of contracts actively trad- 
ing has increased substantially, and volumes are up, margins are 
up. 

So all of those changes are very dramatic, and if you look at our 
budget, say, since Dodd-Frank, our budget in the first year after 
Dodd-Frank was $200 million, and in those four years it has in- 
creased from $200 to $250. That is less than a ten percent increase 
a year. 

And when you factor in the costs of — simply cost increases and 
what it costs to do business, our employee number has not in- 
creased dramatically since 2011. 

So what does this mean? What this means is we all know now 
we have made clearinghouses more important and cyber security is 
on everybody’s mind. We cannot do the examinations we need to 
be doing on cyber security. We all know that with automated trad- 
ing, the way that trading has happened, the way that manipulation 
has happened, it is much different. We need much more sophisti- 
cated IT systems, data analysis, and experts to be able to track 
that. You have to look at huge volumes of message data to track 
that. 

We know that the number of products has increased. We have a 
market surveillance staff of about 50 people. We have 40 physical 
commodities. They are all different. The oil market is not the same 
as the cattle market, which is not the same as the corn market or 
the soybean market or the lumber market. 

Plus we have got financial futures — interest rates, currencies, eq- 
uities. And then we have got the swaps market on top of that, and 
the swaps market has a wide variety of products. Swaps are exe- 
cuted on many, many platforms, and it is done around the world. 

So I recognize we have gotten increases. We are grateful for 
them, but I think we have got to look at the big picture in terms 
of what this agency is being asked to do and decide whether we 
want to continue to have the best derivatives markets in the world. 
Because if we do, we have got to invest in good, sensible regulation. 

Mr. Aderholt. My time is up. Mr. Farr. 

Mr. Farr. Let me just follow up with that. 

I mean, in essence I would imagine that you look at the market 
growth and you come up with a plan of what is it going to take 
to be responsible actors in this highly volatile field, and with that 
plan, you decide how many people you are going to need to do the 
examinations and so on. 

So I think the question really ought to be: because you did not 
get the money you asked for, how many examinations that you had 
originally planned you could not do and had to junk them? 

Mr. Massad. Excellent question, and the answer is many. You 
know, again, we set the budget or we set our examination plan 
based on the budget. Just to give you an example — ^because you are 
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exactly right — in the area of examinations on clearinghouses, we 
are required by law to do an examination annually on the two larg- 
est clearinghouses that have been designated as systemically im- 
portant. 

But even for those examinations, there are lots of things we 
would like to be examining every year, but you have to choose the 
scope. You have to limit the scope because we do not have the peo- 
ple. 

So, you know, the question is: are you going to look at cyber se- 
curity this year? Are you also going to try to look at margin meth- 
odologies and financial resources? But what about liquidity? What 
about governance? 

There are all sorts of things you would like to look at, and these 
are very time intensive examinations. Plus we are not even doing 
examinations on some of the smaller clearinghouses annually. We 
do not have the money. 

We now have a lot of activity going on abroad, and we try to 
work with our foreign regulatory, counterparts on these, but we 
would like to be able to have 

Mr. Farr. Well, were you not very successful in one of those and 
got an incredibly high fine, which you did not get any benefit from? 
It goes into the U.S. Treasury. 

Mr. Massad. We have gotten very high fines on a number of ac- 
tions, and our goal is not to just get the highest fine. Our goal is 
to bring the cases that we think will serve to really show people 
that 

Mr. Farr. So even though your budget has been cut, how much 
do you think you have gotten cut? 

Mr. Massad. Well, again, the fines that we collected this past 
year were about 10 times our budget, and over the last 5 or 6 
years, I do not have the number at my fingertips, but we have also 
collected penalties and fines several times over what our budget is. 

So, you know, we have paid down the national debt. 

Mr. Farr. Thank you. 

Mr. Aderholt. Mr. Yoder. 

Mr. Yoder. Thank you, Mr. Chairman. 

Chairman Massad, great to have you before the Committee. 

Mr. Massad. It is good to see you, sir. 

Mr. Yoder. I continue to hear good things about your efforts to 
work with the industry and to try to have great oversight in a way 
that is a partnership as opposed to adversarial, and I think those 
are great things, and I am glad to hear that. So I appreciate your 
work. 

I think just to sort of interject the conversation that the chair- 
man and the distinguished ranking member are having is not to 
say that the resources that you are asking for may not be needed 
and that it is expensive to do the type of complex oversight that 
you’re trying to do with the international markets. 

You certainly need technology upgrades to be able to do that, and 
so I think we understand the need you bring forward. You also un- 
derstand that we have a very tight budget situation, and a dollar 
that goes to you cannot go to some other needy program in the 
USDA or research or something within this agriculture budget. 
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So I think it is a very reasonable conversation to have. I think 
the clarification maybe the chairman is making is that the ranking 
member has made the comment I think twice in this hearing al- 
ready that your budget has been cut, and I think we just want to 
make sure that we are all on the same page, that there have been 
no cuts to CFTC. We may not be meeting the requests that you 
think would be the proper amount for the CFTC, but by no means 
has there been a cut, and I think that clarification needs to con- 
tinue to be made because it continues to be repeated in the hear- 
ing. So I think that is just where that is coming from. 

I have some questions for you though that I wanted to get to. 
First I wanted to talk about the swap dealer de minimis levels, and 
you know in the 2016 Omnibus appropriations bill this Committee 
directed the CFTC to get those limits at $8 billion while it con- 
tinues to study the issue. 

And I guess my question is: does CFTC intend to comply with 
that provision in the Omnibus appropriations bill? Because I think 
that will give markets certainty and will ensure that the market 
participants will not be subject to an arbitrary and disruptive drop 
in the de minimis level. 

Mr. Massad. Well, we take that report very seriously, I visited 
with the Chairman a couple of times about this, and let me tell you 
what we have been doing on this front. 

I thought it was very important that we have an analysis of the 
facts here. When the rule was first written and these levels were 
set, there was very, very limited data available. Today we have a 
lot more data because we are creating the support system to collect 
data on the markets. So we did a very extensive analysis of the 
data, and what would happen if that threshold falls, how many 
businesses might be affected, what would be the effect on coverage. 

And obviously you are making estimates. You do not know how 
market participants will react, but still, we were able to come out 
with a study. 

We also then asked for public comment on that study. We asked 
for public comment on the methodologies, on the data, on the policy 
issues. The study did not make any recommendations, and we 
heard from Members of Congress on this study. 

So we are taking all of that in. We are looking at all of the com- 
ments we have received. We will come out with a final study, and 
that will then give all of us as commissioners the information and 
analysis we need to decide whether to take action and what action 
to take. 

Mr. Yoder. And so do you intend to comply with the $8 billion 
threshold while you are studying it? 

What is going to happen while you are studying it, I guess? Be- 
cause we need some market certainty on this issue. 

Go ahead. 

Mr. Massad. Sure. We would have to do a separate rulemaking 
which would require a study for that rulemaking. So that is why 
I have been trying to do the study first. Let’s get the study done. 

Mr. Yoder. And you think that will be done before you expect 
to drop to three 

Mr. Massad. Yes, absolutely it will. 
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Mr. Yoder. While we cannot tell market participants what it is 
going to he, you think you will at least be able to do the research 
before the drop were to occur? 

Mr. Massad. Absolutely, sir, and I understand the importance of 
providing 

Mr. Yoder. The certainty. 

Mr. Massad [continuing]. Market participants with certainty. I 
have tried to do that across the board in a number of areas. 

Mr. Yoder. I wanted to highlight the issue of equivalence. I saw 
your release announcing the agreement on equivalence. 

Mr. Massad. Yes. 

Mr. Yoder. This has been going on for 2 years. So certainly it 
is starting to look like we were going to see serious market disrup- 
tions if we did to have an agreement soon. 

Can you explain what this agreement means, particularly for 
market participants that want to access U.S. markets? 

And can you assure market participants that this agreement will 
allow them to continue using U.S. markets and remain in compli- 
ance with EU regs.? 

Mr. Massad. Yes, it will. The agreement we have announced this 
morning is very important in that it does set forth the process by 
which Europe will deem us equivalent and recognize our clearing- 
houses and the process by which we will adopt what we call a sub- 
stituted compliance determination so that clearing houses on both 
sides of the Atlantic can continue to provide services to firms in the 
other’s jurisdiction. 

So market participants from today on can continue to clear, you 
know, at CCPs in either jurisdiction, whatever they choose, with 
confidence. It did take a long time in reaching this agreement. It 
involved a lot of extensive analysis and sharing of data. 

You know, we were trying to look at our regimes, and truthfully, 
what took place here was the Europeans wanted to use this process 
to look at how we could harmonize some of the differences, and we 
have done that. We have agreed to make changes, as have they. 
It was a compromise, and I think it is a very good compromise. 

So now we have finally gotten it done. Now we are in the imple- 
mentation steps. The European Commission, Commissioner Jona- 
than Hill, as well as their regulatory body, ESMA, has assured me 
that they can implement all this in a timely fashion, and so I think 
we are in excellent shape. 

Mr. Aderholt. Ms. DeLauro. 

Ms. DeLauro. Thank you very much, Mr. Chairman. 

And welcome. Chairman Massad. 

Mr. Massad. Thank you. 

Ms. DeLauro. So good to see you again. 

Let me make a couple of observations. CFTC is a regulatory 
agency? 

Mr. Massad. Yes. 

Ms. DeLauro. Mission is creating open, fair, transparent mar- 
kets. We want to avoid systemic risk, protect market users, con- 
sumers, the public from fraud, manipulation, abusive practices re- 
lated to commodities, futures and swaps markets. OK? 

The scope of the Commission’s oversight was greatly expanded, 
as you pointed out, with the passage of Dodd-Frank. It included 
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four to $600 trillion swaps market. Under Dodd-Frank, CFTC re- 
ceived the largest expansion of responsibility of any agency, and 
your effort and your mission is critical as we look at unscrupulous 
financial actors whose behavior left 2008 with the loss of $20 tril- 
lion in GDP. 

Let’s talk about scale and being penny wise and pound foolish. 
Despite slight increases in overall federal spending levels in the 
2016 Omnibus, we have refused here to provide modest increases 
to CFTC. We have never funded the CFTC at the level that allows 
the agency to meet its responsibilities. 

Let’s look at last year’s funding of CFTC as a proportion of the 
total derivatives market is a minuscule fraction, 0.000000625 per- 
cent, or 6.25 millionths of one percent. What are we talking about 
here? 

This is mind boggling. In addition to that, let’s take a look at the 
SEC. Now, the SEC, the Securities and Exchange Commission, it 
is responsible for similar kinds of economic activity; has more re- 
sponsibility with some other groups, but it has a similar size of eco- 
nomic activity. It has a budget of six and a half times the size of 
CFTC’s budget. 

Are we thinking logically about meeting the need and the de- 
mand in order to avoid risk, and risk that is substantial in terms 
of our financial institutions? 

Now, has chronic underfunding impacted CFTC’s enforcement ca- 
pacity? How does it impact your surveillance and monitoring of 
what are quickly evolving markets? 

I am going to throw in this last question as well with regard to 
rather than going through this process every year, quite, frankly, 
ad nauseam, the President’s budget includes for CFTC a collection 
of user fees to offset the cost of appropriations, not unlike the Fed- 
eral Trade Commission, Federal Communications Commission, 
TSA, Customs, and Immigration Service. 

Several of my colleagues and I have introduced legislation to do 
this in the same way that the SEC does it, with any user fee that 
it is concerned that will discourage trades and home market par- 
ticipants. 

So an additional question is: do you think a small user fee would 
impose any real burden on market participants? 

Mr. Massad. Well, thank you. Congresswoman for the questions. 

First, on the issue of fees, I think we could certainly be funded 
by some sort of fee. I think you could implement that practically. 
You could phase it in. You know, it is done with basically just 
about every other financial regulator. I think every other financial 
regulator has some sort of fee or assessment that funds its work. 

And you know, the advantage of that, of course, is that the mar- 
ket participants are paying the cost as opposed to the American 
taxpayer generally. 

But, again, as I have said before, my desire is to get the budget 
up. However Congress wants to do that, even with fees. Congress 
can set the level of the appropriation as it does with the SEC, but 
if Congress wishes to continue with just appropriating us money, 
that is fine, too, but you know, we need to get the budget up. 

As far as how the budget impacts us, you asked in particular 
about surveillance and enforcement. It is very easy to explain. I 
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often use the example, you know, the days when we could engage 
in surveillance by having a couple of people watch physical trading 
pits and see if someone pulls their ear lobe, you know, are long 
gone. All the trading in our markets is electronic. 

Ms. DeLauro. Not here. 

Mr. Massad. Most of it is automated. It is very complex. You 
have to have very, very sophisticated IT systems to analyze that, 
to process reams and reams of data. 

On top of that, you have got to develop sophisticated analytical 
tools. We developed our own tools for this. We cannot just go to 
Radio Shack and buy some program that is going to work. You 
know, we have to develop our own tools as to how we are going to 
do this. 

Plus we have to have experts in all of these markets to be able 
to really analyze what is going on. 

In enforcement, the same issues. There are so many things going 
on. You know, we are getting lots of tips now about things that we 
want to investigate, but we do not always have the resources to 
pursue everything, and this ranges from the very sophisticated 
electronic spoofing strategies that people might be using to very 
traditional kinds of things. 

Precious metal scams, we had a whole series of cases where we 
put a lot of people out of business. Hopefully some of them will 
eventually go to jail for precious metal scams perpetrated against 
retirees, and we have put people in jail. I mean not we ourselves, 
but working with DOJ. There have been over 300 people that have 
gone to prison in about the last 10 years or so as a result of the 
CFTC’s work. 

But having said that, we are constantly faced with making hard 
choices about what cases we pursue, and having enough cops on 
the beat is the key to maintaining the integrity of our markets and 
maintaining our markets in a way that they will attract participa- 
tion from around the world. 

That is what we are known for in the United States. We need 
to maintain that. 

Ms. DeLauro. That is what our job is, to make sure you can 
carry out your regulatory function. 

Thank you, Mr. Chairman. 

Mr. Aderholt. Mr. Palazzo. 

Mr. Palazzo. Thank you, Mr. Chairman. 

It is great to be on this Committee. I appreciate it. I did not 
know I was going to be up next. Well, I did. Someone told me, but 
I am going to keep my remarks tight. 

You know, as a CPA and just seeing this budget, I could probably 
come up with all kinds of good stuff to talk to you about. I would 
like to kick it off. I know KPMG put out a report, and they had 
to go back and qualify some previous statements. 

I will not really get into that and, you know, the accounting for 
leased assets and things of that nature, but what does concern me 
is they did say there was a material weakness in your internal con- 
trol, and by that it means in the normal course of business you 
would not be able to identify missed statements in your financial 
records in a quick manner because of possible management inter- 
nal control deficiency. 
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Can you address that real quickly? What are you all doing? 

I mean, because I think you all acknowledged it because, you 
know, it was mentioned earlier that you all are open and, you 
know, candid with the things that have happened at the agency. 
But what are you all doing to kind of close that? 

Mr. Massad. Sure. 

Mr. Palazzo. Because internal controls are extremely important. 

Mr. Massad. Absolutely, it is. Congressman, and I take it very 
seriously, as do our staff. And let me just note we have had nine 
years of clean audit reports and clean internal controls opinions, 
opinions on the quality of our internal controls by KPMG. 

What happened pertained to this one specific issue on lease ac- 
counting, and it is very important. It is important that we fix it, 
but if I can just take a minute to explain it because it does go back 
to 1994 or even earlier. 

Congress gave the agency the ability, express authority to enter 
into multiyear leases in order to save the taxpayer money, because 
obviously if you get a multiyear lease you are going to do better 
on your rent than if you get a one-year lease. 

The agency did that. It obligated and recorded that first year’s 
rent payment for that year, and it disclosed in the footnotes of the 
financials all the future payments. That is what we did every year, 
long before I got there, but over several chairmen. They would obli- 
gate the current year payment and disclose all the forward year 
payments in the notes to the financials. 

KPMG signed off on that for 9 years, as did other accounting 
firms. The IG signed off on that. 

GAO recently was looking at some things. They asked us some 
questions. We cooperated with them, and they said, “No, no, no, 
you should have done it differently. You should have obligated the 
full forward amount, take all the years. If it is a 10-year lease, add 
up what you are going to spend over ten years. Obligate that in the 
very first year and record that amount.” 

That led KPMG, who had si^ed off on our practice, to decide, 
“Oh, I guess we did not get it right either.” And so they said what 
they said. 

But their report on internal controls only cites that issue. This 
is an issue we want to fix. We immediately notified Congress and 
our auditors when the GAO raised this with us. We appreciate the 
help of Members of Congress in addressing this for this year. We 
got a temporary fix on it. 

Now that the GAO has issued its final opinion, we want to fix 
it permanently, and we are prepared to do that. 

Mr. Palazzo. Well, the good thing, one of the principles of ac- 
counting is consistency. So I guess if you are consistently wrong, 
you are still adhering to an accounting principle. 

My second question would be you mentioned in your report you 
are asking for 17.1 million increase in data technology and storage, 
increase in 11 full-time employees, and you are planning on dou- 
bling your storage by up to 50 percent. 

I was just curious because I am kind of familiar. We have basi- 
cally DHS stores. They went through a consolidation effort. They 
store a lot of storage at the Space Center. They have got the super 
computers and the excess storage space. 
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I was just wondering. What are your thoughts on how are you 
going to store this data? Are you all consolidating? Are you trying 
to create something totally new? Are you, you know, using other 
government agencies that already have the resources or just look- 
ing to rent some space to a fellow government agency at a more 
affordable cost? 

Just walk me through that whole process. 

Mr. Massad. Sure. Well, we are looking at whatever is the most 
efficient way that we can do this but still achieve our objectives, 
and the reason we need to expand it is because we are now re- 
quired to take in so much more data, especially on swaps, because 
the law requires the reporting of all swaps. So we are creating a 
system to get all of that information, but also, as I said, in the tra- 
ditional markets. 

You know, for years we have gotten what we call a complete 
transaction tape on the futures market. So we know every single 
transaction. We can look at, you know, exactly what happens by 
the millisecond. 

But today you need to not just look at transactions. You need to 
look at messages. So if someone puts in a bid but then they cancel 
it, you need to look at that. Why do you need to look at that? Well, 
let me give you an example. 

One of the cases we brought recently alleging that someone en- 
gaged in spoofing, this person or this firm put in over a period of 
time over 400,000 orders for transactions almost all of which were 
immediately canceled. They only consummated 371 out of over 
400,000. 

We had to reconstruct all that, look at exactly how they traded. 
That requires huge, intensive data capability. Now, as far as ex- 
actly where the servers will be and, you know, can we share with 
other government agencies, I think we pretty much need to build 
our own capacity, but I am happy to get back to you on, you know, 
whether there are ways that we can maybe use someone else’s. 

We have certainly cooperated with other agencies on a number 
of data initiatives and I would be happy to get you more details on 
the specifics of that. 

[The information follows:] 

The Commission is a data-centric organization and recognizes its responsibility to 
find the most cost effective solutions for supporting its mission. The CFTC contin- 
ually explores storage technologies to find solutions that maximize the use of its 
budgeted resources; some solutions that have been explored include cloud hosting 
and shared storage with other federal agencies. The CFTC procures its contracted 
services for storage only after careful cost/benefit analyses have been performed to 
ensure that the requirements of the Commission are met at the most competitive 
price. CFTC always considers cost, security, and the ability to robustly manage the 
data for all mission focused solutions. When evaluating requirements for increased 
capacity and new technology, CFTC does pursue a “cloud first” approach consistent 
with the Federal Cloud Computing Strategy. For example, CFTC recently consoli- 
dated hosting with a commercial FedRAMP-certified cloud hosting provider for both 
its primary web presence, CFTC.gov, and its online submissions portal. This move 
saved the Commission $250,000 in annual costs when compared to the previous 
hosting arrangement. 

Because much of the data that the Commission receives, stores, and analyzes is 
sensitive, key requirements in our analyses of storage solutions consider issues such 
as security, data access, and system performance. CFTC currently utilizes a single 
data center, with appropriate backup capability for continuity of operations, supple- 
mented with cloud hosting. 



27 


The Commission’s near-term data needs reflected in the FY 2017 President’s 
Budget request include the ingestion, storage, and analysis of both futures and 
swaps message data and enhancements to our capabilities in analyzing futures and 
swaps transaction and position data. Effectively using this data requires additional 
resources in multiple areas, including data analysis software, high performance 
computing capability, and storage hardware. 

The Commission will continue to look for ways to reduce our overall storage needs 
by identifying data that may be collected and stored more efficiently. 

Mr. Palazzo. Well, please do because, you know, data consolida- 
tion is very expensive. Storage is becoming a huge price component 
for a lot of agencies, and if there is something already out there, 
why replicate the wheel? 

And it is Homeland Security. So your information is definitely 
going to be sensitive and protected. 

So thank you. 

Mr. Aderholt. Ms. Pingree. 

Ms. Pingree. Thank you. Chairman Aderholt, Ranking Member 
Farr. 

Thank you. Chairman, for being here today. It has been fas- 
cinating to hear some of the situations that you encounter. 

And, frankly, I just want to echo some of my colleagues on this 
side of the aisle. I think we are all so clear about how the CFTC 
plays such a critical role and how much we depend on the oversight 
work that you do. 

I know my colleagues across the aisle have said we are not cut- 
ting you here, but I think we have said over and over again, we 
have given you such a big mission, we have such high expectations 
after the financial crisis. I do not want to see this agency in a posi- 
tion where there is a giant scandal, a Bernie Madoff of your world, 
and we have to say, “Well, why were we not supplying you the suf- 
ficient resources to be the watchdog we expect you to be?” 

So I want to just give you the chance to talk about that a little 
bit more. You have mentioned so many places where there is a 
need, and I want to commend you on the agreement that you came 
to this morning about the common approach on CCPs with the EU. 
Talk a little bit about both what you have already discussed and 
where some of these challenges are that you are insufficiently fund- 
ed for, but also this agreement with the EU and what it is going 
to take to resource that 

It would be too bad to have a big success this morning and then 
realize there is nothing there. So if you want to use your time just 
to talk about that, I will be glad. 

Mr. Massad. Yes. On the agreement this morning, so what that 
does is outline how we are going to work with Europe going for- 
ward on the regulations of clearinghouses because we now have a 
handful of clearinghouses that are really globally significant, and 
we have required more central clearing of transactions. 

That is a good thing. That allows us to monitor and mitigate risk 
better than where we were in the financial crisis when we had sort 
of this spider web of bilateral transactions and no one really knew 
what the exposures of institutions were to another. 

So we are moving a lot of that into central clearing, but of 
course, that means we have got to be very vigilant about the cen- 
tral clearinghouses, and my principles in this negotiation has been 
we need to work together as regulators. I did not want to go down 
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a path where we said, “Well, if it is on your soil, you know, you 
just oversee it, and we do not need to know anything.” 

That is not the right way. We need to be communicating and 
interacting because our institutions, our big banks, our big clearing 
numbers are very active in those clearinghouses, and so if they 
have a problem over there, it is going to hit us. So we need to know 
what is going on. 

And Europe needs to know what is going on in our clearing- 
houses. So we are working out that arrangement. 

We are also looking to harmonize some of our regulations, and 
the purpose of that is we do not want to create opportunities for 
what we call regulatory arbitrage, where people move business or 
where clearinghouses compete, and it’s kind of, you know, a down- 
ward regulatory competition, right? Because they compete with one 
another to attract business in a way that undermines stability. 

So we have agreed on some principles that will harmonize our 
regulation — a very important agreement. I think the rest of the 
world, quite frankly, a lot of the regulators in Asia were waiting 
for us to settle this so now hopefully we can work with regulators 
in other parts of the world to continue to standardize this. 

On your question about resources, I mean, again, clearinghouses 
are a perfect example where we just need to have the resources to 
make sure we are overseeing what is going on. And, for example, 
we do what we call risk surveillance. We only have a handful of 
people who do this, but we look at the exposure of the clearing- 
house. We look at the exposures of the clearing members and large 
traders, and we look at that on a daily basis. We look at their mar- 
ket risk. We look at their liquidity risk, the concentration risk, 
meaning if they have got too much exposure to a single player. 

So we have got a pretty good system for that, for the cleared 
products, the traditional products in our markets, the futures. Now 
we have to integrate these new products, particularly the uncleared 
swaps. So we are trying to build out a system so that we can say 
such-and-such firm, whether it is Goldman Sachs or Citibank or JP 
Morgan or Deutsche Bank or whoever, here is its exposure across 
the board, and so we can work with Europe and share information 
so we know when, let’s say, a firm is starting to get in trouble. We 
have a much better picture of what that exposure is and we can 
act in advance. 

Mr. PiNGREE. Well, thank you. Thank you for the work that you 
are doing, and thank you for your answer. 

I yield back, Mr. Chair. 

Mr. Aderholt. Dr. Harris. 

Dr. Harris. Thank you very much. 

Thank you, Mr. Chairman, for being here. 

I have three separate issues. One is follow-up on what Mr. 
Yoder’s questions were. It is about, you know, that de minimis 
threshold. 

So the language in the report accompanying the Ag. Appropria- 
tions bill last year talks about a study. Now, is that study what 
you refer to as your report in your testimony? 

Mr. Massad. Yes. 

Dr. Harris. OK. So that is the same thing, which says, and I 
quote from page 9 of your testimony, “It does not make a rec- 
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ommendation as to what the level should he.” But the language is 
pretty clear in the appropriations bill. 

I mean, can you envision it being different than that $8 billion 
floor? 

Mr. Massad. Well, I think it is up to the Commissioners. This 
is the decision that the Commissioners need to make. 

Dr. Harris. OK. Despite the clear language in the bill, you could 
foresee the Commissioners defying Congress here and setting this 
level lower? 

Mr. Massad. Well, we take very seriously the report and the in- 
struction. 

Dr. Harris. OK. That is all I asked. I just need to get that clear. 

The other thing is the retroactivity. Is there any possibility that 
you would retroactively apply your finding, you know, to trans- 
actions conducted this year, even though the report does not 

Mr. Massad. I do not generally think that, no. I cannot see a cir- 
cumstance where we would do something like that. 

Dr. Harris. I appreciate that. 

Let me mention because this is kind of news, I guess, since it 
was this week, the Wall Street Journal article about your whistle- 
blower fund. 

Mr. Massad. Yes. 

Dr. Harris. With a balance of $268 million. 

Mr. Massad. Yes. 

Dr. Harris. Which is actually above the appropriated amount for 
last year for the entire CFTC. 

Mr. Massad. Yes. 

Dr. Harris. Why are we not using some of that money to do 
some of the things that you ask for in that increased budget? I 
mean your $80 million increase in your budget. Why are we not 
using some of those funds, or is that something you think we 
should be looking at? 

Mr. Massad. I would be happy to work with Congress to allow 
us to do that, sir. We are not allowed by statute to do that, but 
if this Committee would like to explore that, we would be more 
than happy to do that. 

Dr. Harris. Great. Thank you very much. 

Finally, and this is kind of an interesting thing. I am looking at, 
I guess this is something that came from you all to us, I guess. It 
is the OIG budget request, page 65 and 66, and the letter from the 
GIG, the budget request is, you know, an increase. It is a pretty 
huge increase actually. They had one full-time equivalent, but the 
budget request goes up $700,000 or $690,000. 

But the interesting thing is the overhead increase request, which 
goes up $149,900 for 1 additional employee to go from 10 to 11, and 
the OIG in their letter sounds like they are saying, “Why are you 
budgeting for another $149,900 for one employee when the average 
employee overhead is $33,000?” 

Now, this letter was sent on January 28. I do not know when you 
submitted this budget, but it sounds like you just blew off what the 
OIG is saying, which is actually we do not need that amount of 
overhead. Are you unaware of this letter? 

Mr. Massad. I do not believe so. 

Dr. Harris. I mean, it is sent to you. 
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Mr. Massad. Yes, no, we have honored their request, sir. 

Dr. Harris. I mean, can someone in your office — no, no, their re- 
quest. They are requesting one additional staff, and I am leading 
from the letter verbatim. And it appears the agency is requesting 
an additional $149,900 to cover just one full-time employee. That 
is not salary. That is the overhead for one employee, which is, and 
I am reading from page 65, the lease of space. I assume this is not 
a corner office in a very expensive building. 

Utilities, I am assuming they do not require a whole lot more air 
conditioner, heat, communications, okay, printing supplies, equip- 
ment. 

A hundred and forty-nine thousand, and it sounds like the OIG 
is saying, “I think you asked for too much here.” 

Mr. Massad. Congressmen, I would have 

Dr. Harris. Why did you not reduce your request? 

Mr. Massad. I would have to check those numbers. I can tell you 
that we worked very closely with the IG to make sure we pass on 
their budget request, and we allocate an appropriate amount of 
overhead. So I need to check on the numbers you are referring to. 

Dr. Harris. But the agency adds the overhead. The OIG does not 
request overhead. The agency, you are the agency. 

Mr. Massad. The amount of overhead we add in total is a very 
small amount. 

Dr. Harris. It is $479,000 for 11 employees. That is way more 
than the overhead in my office for 11 employees. 

Mr. Massad. Well, sir, that includes 

Dr. Harris. My only question is: who in your office saw this let- 
ter? Here, do you need me to hand it to you? It is addressed to you, 
January 20 . 

Who in your office read this letter? 

Mr. Massad. I would be happy to look at it and consult with my 
staff and let you know. 

Dr. Harris. Thank you very much because I want to know why 
you did not address the fact that they are basically saying you 
asked for $116,000 too much for our office for overhead. 

Mr. Massad. Well, I think 

Dr. Harris. And then you come back and say, “Well, look. We 
need this $80 million,” and you got your Inspector General saying, 
“We do not need this 130,000. Why did you ask for this here?” 

Mr. Massad. Well, it may be, sir, again, the overhead does not 
just cover office space. It covers — 

Dr. Harris. It covers, page 65. I am going to interrupt you here 
because this is what you handed out to us. It says lease of space, 
utilities, communication, printing, supplies, equipment. Here is the 
letter. You can get back to me. 

Thank you very much. I yield back. 

Mr. Massad. I would be happy to look into it, sir. I would just 
point out the IG’s budget has — and we — again, we pass on their 
budgets. Their budget has increased about 300 percent over the 
time that ours has increased by far less. 

[The information follows:] 
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Your question referenced an OIG letter which states: 

Pursuant to section 6(f)(2)(D) of the Inspector General Act of 1978 (IG Act), as amended, 
''in transmitting a proposed budget to the President for approval, the head of each 
establishment or designated Federal entity shall include ... any comments of the affected 
Inspector General with respect to the proposal. ” We are submitting this brief comment 
for inclusion with the CFTC FY 2017 Budget Submission for the Office of Inspector 
General. 


I have requested slightly under $3 million to find salaries and operating expenses for my 
Office for FY 201 7. This amount is less than 1% of the Agency ’s FY 201 7 total proposed 
budget. 

The Agency has added an additional $479. 900 to the OIG FY 201 7 budget request for 
OIG overhead. This is a significant increase over the FY 2016 overhead amount set by 
Congress at $330, 000. We stress that, for FY 2016, Congress in its official comments set 
and limited Agency-controlled overhead for my Office (that the Agency may take from the 
OIG earmark) at $330, 000. We call attention to Congress 's action in FY 2016 because 
we believe Congress may wish to set OIG overhead for FY 2017 in a similar amount per 
employee. The FY 2016 overhead amount of $330, 000 amounted to $33, 000 per 
employee for 10 employees. We are requesting one additional staff for FY 201 7. and it 
appears the Agency has requested an additional $149, 900 to cover just one full time 
employee. 

This letter incorrectly compares the FY 2017 final overhead assessment of $479,000 to $330,000, The 
$330,000 amount for overhead was included in the CFTC’s FY 2016 appropriation language as a cap 
within the OIG set-aside. However, the $330,000 figure was derived from the FY 2015 spend plan when 
the IG had only 7 FTE in its budget. The IG has steadily increased FTE since the FY 2015 Spend Plan 
from 7 to now 11 in FY 2017, a 57% increase in its staffing level. Had the overhead figure been 
calculated using the agency’s established methodology for the FY 2016 appropriated amount, overhead 
would have been nearly identical to the $479,000 allocated in the FY 2017 President’s Budget. The 
marginal overhead cost for one additional FTE in FY 20 1 7 is $43,627, not $ 1 49,000 as stated by the IG. 

Overhead is added to ail programmatic requests to demonstrate the full cost of a program. This a 
government-wide practice when submitting agency program requests. The allocated costs are not 
specific to any one FTFi or program, but are instead the general operational costs incurred by the agency 
that are then allocated out to its programs by a pre-determined formula (FTE form the basis for the 
CFTC cost allocation model). When ceilings are placed on GIG overhead, agency costs are not 
reduced. Rather the allocated cost that would normally have been assigned to the OIG must now be borne 
by other divisions in the agency to make up for the OIG's shorted allocation. The overhead allocation 
does not, in any way, represent a reduction in funds requested by the IG. 
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Mr. Aderholt. Mr. Valadao. 

Mr. Valadao. Thank you, Chairman. I appreciate your time here 
today, and thank you. Chairman Aderholt, for the opportunity. 

I wanted to follow-up on Mr. Yoder’s question. It has to do with 
the preliminary report of lowering the de minimis exception to the 
definition of swap dealer. Given the objectives of swap dealer reg- 
istration, and after considering the current swaps data available, 
what reason is there for you to believe that swap dealer de minimis 
thresholds should be lowered? 

Mr. Massad. Well, sir, I have — the rule, as it is currently writ- 
ten, provides that it will be lowered. I have asked for the study so 
that we can see whether we should leave the rule as is or whether 
we should change it. That is exactly why I asked our staff to do 
the study and that is what we are in the process of doing. I haven’t 
reached a conclusion yet. I want to get the evidence and get the 
public input so that I make an informed decision. I think that is 
my responsibility as Chairman. 

Mr. Valadao. Because the preliminary report is out already, as 
we understand it, right? 

Mr. Massad. That is correct. 

Mr. Valadao. OK, but it has not been finalized, so you are going 
to wait until then to make the final decision? 

Mr. Massad. Yes, sir. 

Mr. Valadao. OK. And I think I missed his question, but I think 
it had a lot to do with mine. So I will yield back for right now and 
I will probably come back later. 

Mr. Massad. Uh-huh. 

Mr. Aderholt. Mr. Young. 

Mr. Young. Thank you, Mr. Chairman. Hello, Chairman Massad. 
How are you? 

Mr. Massad. Congressman Young, good to see you. 

Mr. Young. Good to see you. You mentioned cybersecurity. It is 
a big issue for everybody, right? These are 

Mr. Massad. Yes. 

Mr. Young [continuing]. Real threats. Can you talk a little bit 
about if you are hacked or compromised, what do you do? Are you 
required to report that to the Secretary of Agriculture, DHS 

Mr. Massad. If we are hacked? 

Mr. Young. Yes, if your system is compromised. 

Mr. Massad. Well, we would certainly share that with other 
agencies. Yes, sir. 

Mr. Young. OK. So how do you coordinate cybersecurity, not just 
yourself as a financial regulator, but with other financial regu- 
lators, like the SEC or 

Mr. Massad. Yes. That is a good question. Well, there is a lot 
going on among government agencies and particularly financial 
regulators to coordinate and share information. We meet regularly 
on this and we have also established systems so that private indus- 
try can share information anonymously on threats or problems they 
have had so that other private market participants can learn what 
might be out there, what might be happening. 

The Treasury Department has taken a lead in trying to convene 
agencies to share information. 
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Mr. Young. And come about with a common approach between 
the agencies and the regulators? 

Mr. Massad. Yes. Yes, we look at those things. I think a lot of 
it is, really, at this point just trying to share ideas, share informa- 
tion, set up systems to share information, do exercises to, you 
know — if we had a problem, what would you then do. You know, 
we do run simulations like that. 

Mr. Young. Have you had a problem? Have you been hacked? 

Mr. Massad. No. 

Mr. Young. OK. 

Mr. Massad. No, we have not. I think our systems are very good. 
We recently got our latest what they call FISMA rating, which is 
the government’s internal rating of agencies, and we got a very 
high score, above 90 percent, which only a small number of agen- 
cies received, but having said that, you know, it doesn’t take long 
to go from 90 to 50 in this world given that it is a constant arms 
race. So that is why we need to continue to maintain the invest- 
ment in our technology. 

Mr. Young. Thank you. I want to talk about regulations and ac- 
cess to markets. As you know, commodity prices are pretty low 
right now. 

Mr. Massad. Yes, they are. 

Mr. Young. And farmers are doing the best they can to adjust 
to these prices. For some, there is unimpeded access to derivatives 
markets and it is incredibly important for their solvency and future 
plans to have that access. I have concerns about regulations overall 
really impeding access for our farmers and our agricultural commu- 
nity. In particular, over the years, the decades, new regulations 
come about. 

Do you review regulations which may be outdated or may have 
been great for the days of analog, but now that we are in a digital 
age and a newer age, that are just outdated? Do you have regu- 
latory reviews on this internally? 

Mr. Massad. Yes, we do, sir. 

Mr. Young. And do you share that information with the Com- 
mittee or 

Mr. Massad. We — yeah, we would be happy to come and visit 
with you on that and explain what we do. We have 

Mr. Young. Because we would love to 

Mr. Massad [continuing]. Gone through a process 

Mr. Young [continuing]. Know that the 

Mr. Massad. Yeah. 

Mr. Young [continuing]. Because we are hearing more and more 
about regulations impeding access 

Mr. Massad. Right. 

Mr. Young [continuing]. Freedom, opportunity, business, and 
about regulations that just don’t make sense anymore. 

Mr. Massad. Well, and we recently — yes, sir, we are focused on 
that and we recently changed some regulations, particularly with 
a view to the potential burdens on smaller participants in these 
markets. We changed some of our recordkeeping requirements to 
minimize the recordkeeping requirements that are being placed — 
that were being placed on a whole host of commercial firms that 
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aren’t collecting customer money, that aren’t intermediaries, and so 
forth. That was a change to what we call our Regulation 1.35. 

I am very focused on the issue of making sure commercial firms, 
particularly agricultural firms, have access to these markets. One 
of the things we did in our agreement with Europe on equivalence 
was that while we agreed that our CCPs would make a change to 
conform to certain European practice on what we call clearing 
members’ proprietary margins, that change will not apply to agri- 
cultural contracts because those contracts really are focused on the 
U.S. market. There are some smaller clearing members in those 
contracts and we didn’t want — I was concerned about that potential 
cost on them and whether they could absorb that. 

So we are very focused on this issue and I would be happy to 
come and visit with you further on it. 

Mr. Young. I’d be interested in having further conversations 
with you about that. 

Thank you, Mr. Chairman. I yield back. 

Mr. Aderholt. Thank you, Mr. Young. 

I would like to go back to leasing costs a little bit. Of course, 
there’s been a lot of talk in the press about it and CFTC’s leasing 
practices overall have been noted, of course, on the hill as well. It 
should be noted the actions that were taken was before you were 
Chairman. So, you know, that is — we are acknowledging that up- 
front, but this largely results from actions that the subcommittee 
took over the past few years to look into your leasing practices. 
However, the issues are still outstanding and the Committee was 
forced to provide a one-year legislative relief to the agency in law 
for the current fiscal year. 

You are asking for the same relief again in FY 2017 and I want 
to begin by a discussion of the leasing costs. CFTC has submitted 
information showing its leasing costs since the enactment of Dodd- 
Frank through today. This information showed that since Dodd- 
Frank, CFTC’s annual leasing costs have increased by 74 percent. 
That’s $12.5 million per year to $21.7 million per year, while its 
personnel level increased by only 18 percent, 605 FTE to 714 FTE. 

The 74 percent increase in costs since Dodd-Frank translates to 
approximately $9.3 million in additional leasing cost each year. 
Over the past 10 years span of the leases, this is approximately 
$93 million in additional least cost. 

Since Dodd-Frank, that means that we spent over — or spent ap- 
proximately $56 million on additional lease space with minimal in- 
crease in personnel. The FY 2016 Omnibus included a directive re- 
quiring the Commission to dispose of excess space and reduce rent- 
al costs in each building currently leased by the Commission. The 
agreement was also directed for you to report back to the Commis- 
sion on this within 90 days on the steps you are taking. 

And so just to begin with, tell us a little bit about what this addi- 
tional space is currently being used for. 

Mr. Massad. Certainly. As you noted, the leases were entered 
into before I took office, but I am still doing all that I can to ad- 
dress these issues. 

First of all, our overall occupancy rate today is 85 percent, so it 
is pretty high. That varies by office. In particular, in Kansas City, 
we have some excess space. Within a couple of weeks of taking of- 
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fice in 2014, I went to Kansas City to look at this and it was clear 
we had excess space and lease decisions were made on the expecta- 
tion that the staff numbers would increase more than they did 
given the expansion of the responsibilities, but that — you know, 
that didn’t happen. 

So what we did in Kansas City was I directed the staff to come 
up with a plan to try to deal with this. Now, we don’t have the au- 
thority just to go out and sublease to any old business or person 
who needs a little extra space. So we have to go to the landlord and 
ask the landlord to take it back. We did that. In Kansas City, how- 
ever, the landlord was trying to sell the building and hasn’t taken 
us up on our offer. We are still trying. 

We did the same thing in New York. I went up and looked at 
the space. It was clear we had a little extra space. I said let’s go 
to the landlord, and, you know, again, if a landlord has a building 
where they have already got excess space that they are not renting, 
unfortunately they are not likely to take us up on an offer to give 
back more space, but we are trying. That is about all we can do. 
I can’t go out and just sublease it to someone. 

Mr. Aderholt. What about renegotiating the leases? Has there 
been discussions about that? 

Mr. Massad. To renegotiate? Again, that is sort of the 

Mr. Aderholt. Renegotiate the lease. 

Mr. Massad [continuing]. Same thing. I mean I am effectively re- 
negotiating by asking them to take it back. 

Mr. Aderholt. And there is — ^you have had no success in 

Mr. Massad. Well, they haven’t been willing to thus far. 

Mr. Aderholt. The current leases run for at least another five 
years; is that correct? 

Mr. Massad. That is correct. 

Mr. Aderholt. OK. Last year. Congress provided relief to the 
Commission to correct the accounting procedures I mentioned. 

Could we provide similar statutory relief to get you out of these 
long-term leases and allow you to negotiate lower costs for this 
year and future years that better reflects your need? 

Mr. Massad. Congressman, I’m happy to talk to you about that. 
The fit — the legislative relief went to just this kind of accounting/ 
federal obligation law or federal recording law issue. It didn’t go to 
the economic terms of the lease. 

I don’t know that there is a way that Congress could do some- 
thing to get us out of our lease obligations. I am happy, again, to 
visit with your staff on that. I suppose if we had the power to sub- 
lease, that would help in the negotiation, but, again, I think it has 
been — it was a different issue as far as the language that was in- 
cluded in the appropriations. That went to the federal law on re- 
cording and on accounting to deal with the fact that we only re- 
corded the current years or we only obligated the current year’s 
payments. 

Of course, if we had obligated the full year — the full amount of 
the lease, I am not sure the agency — as I understand it, I am not 
sure the agency could have had both an office and employees. It 
might have had to choose between the two. 

Mr. Aderholt. So you are currently not by law able to sublease? 
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Mr. Massad. I can’t just sublease to anyone. My understanding 
of it is I — we can only by law sublease to someone who is advanc- 
ing the mission of the agency. That is pretty narrow. 

Mr. Aderholt. Oh. So we could change that law, though, in 
other words? 

Mr. Farr. Yes. 

Mr. Massad. I would think you could. 

Mr. Aderholt. That is what I am thinking, and you agree that 
that might be a possibility? 

Mr. Massad. Well, it would help. Now, again, we would still have 
to negotiate with the landlord because I think — I suspect on some 
of these leases the landlord knew we couldn’t sublease and it may 
have — it may bar us from subleasing, so we will still have to nego- 
tiate with the landlord, but it would certainly help. 

I also — let me just say, when I first took office, you know, even 
though we don’t go through the GSA, I sat down with the director 
of the GSA to discuss what we might do and whether we could turn 
over any capacity to them and maybe there is a way we could do 
that. I don’t know. 

Mr. Aderholt. GAO is currently working on an audit of your 
leasing spaces. Has the agency or your agency worked with GAO 
to provide solutions? 

Mr. Massad. We — absolutely. We have worked to provide them 
all the information they want. We have cooperated fully, as we did 
with the IG. 

Mr. Aderholt. Mr. Farr. 

Mr. Farr. Mr. Chairman, I am very sympathetic to both sides of 
this argument. I mean, essentially what we have done is allowed 
them to go outside of GSA and I kind of support that having to 
deal with GSA. I mean, if we are going to look at the amount of 
space that GSA has leased and not occupied, it would run into bil- 
lions and billions of dollars. They don’t even have an inventory of 
it, but — and then the other side is that we don’t give you — we allow 
you to lease this space, but then we limit your flexibility in being 
able to, you know, sort of back out or find a sublease. 

I understand we ought to — and I agree with you, Mr. Chairman, 
we ought to at least give them the ability to sublease, but I under- 
stand that you wouldn’t be able to get the revenue from that sub- 
lease that 

Mr. Massad. No, but at least it would go back 

Mr. Farr. Yeah. I 

Mr. Massad [continuing]. You would have to address that too, I 
^ess, but, you know, even if it went back to the general fund, that 
is better for the taxpayer. 

Mr. Farr. What I’m really concerned about is, you know, more 
than — and I hope we can work out this real estate issue. It is, you 
know — there is enough blame to go around everywhere and it is — 
in light of — if that is what we are going to hang up your budget 
on as a penalty, I think we are not seeing the forest through the 
trees. 

What I am worried about is the decision we made in the budget 
agreement, the Omnibus budget agreement, was a decision — bipar- 
tisan decision with the Administration on what our budget num- 
bers were going to be and based on that framework, the President 
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came in under those agreements. I mean, your budget is part of 
that agreement, last year’s — ^you are asking for more, but the Ad- 
ministration had to cut somewhere else in order to give you more, 
about $80 million, about, you know, a one-third increase. 

You lay out very specifically about five different points in your 
testimony here of what that new money will do, you know, ensur- 
ing the U.S. derivative markets continue to be global leaders, to en- 
force the efforts, including what you just described about spoofing 
and other technology capabilities and you need expertise for that. 
I mean, it might go to answering the question of maybe your em- 
ployees are a little bit more — I am sure they come under the fed- 
eral thing, but I — how do you hire a person that can go in and look 
at that, as you have very sophisticated 

Mr. Massad. You are 

Mr. Farr [continuing]. Ways of — that is really smart Intel. You 
can’t just hire somebody off the street to do that. 

Third, you talked about you are going to need that money, the 
new money, for critical examinations that are going to — for the 
clearinghouses — for ability to examine the risks of cyberattacks, 
which you have indicated is probably the most single important 
threat, that you would be able to maintain with that money — im- 
prove the basic IT infrastructure and capabilities of the Commis- 
sion, and most importantly, I think we respond to the concerns of 
the market participants, in particular the commercial end-users. I 
mean, they are going to be coming to you and needing information 
that you may not be able to give them. 

And, I mean, you have — ^you said here, “The last 18 months the 
Commission has placed a priority in looking at ways to fine-tune 
recent reforms and other rules,” and some of the Members asked 
about that, reforming the rules, to upgrade them, to make commer- 
cial firms which are — so they will not be held responsible for the 
financial crisis. 

I guess my question is — here is if we don’t give you what you 
ask, what are the risks going to be? 

Mr. Massad. Well, I think the risk is that we can’t do the level 
of examinations that I think are necessary and appropriate and a 
good investment in terms of some of this critical infrastructure, like 
clearinghouses and exchanges. We have seen examples of, you 
know, problems that you can have 

Mr. Farr. Try to explain it to your daughter or, you know, 
grandmother as to what do you mean by 

Mr. Massad. Sure. 

Mr. Farr [continuing]. Examinations and clearinghouses and 
things 

Mr. Massad. Sure. 

Mr. Farr [continuing]. Like that. What is the vernacular of these 
risks? I mean, what — in the financial world, if you just fail 

Mr. Massad. I — ^yeah. 

Mr. Farr. [continuing]. To do what you are required to do in law, 
what is the worst-case scenario? 

Mr. Massad. I think the risk is that — I don’t know that I want 
to go to the worst-case scenario. Congressman, but I guess, you 
know, the risk is that the U.S. has been a world leader in the qual- 
ity of our financial markets and we have attracted participation 
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from all over the world, which is beneficial to all the businesses in 
the U.S. that want those — to want to use those markets. It creates 
greater liquidity, greater diversity, greater innovation. 

And if you start to slip where people say, “Oh, my goodness, did 
you see what happened at that clearinghouse in the U.S.,” or, “Oh, 
my goodness, they had a clearing member that failed and no one 
knew that was coming,” or, “Oh, my goodness, they had someone 
who was engaging in all this manipulation and spoofing and it 
went on for years,” even if that doesn’t result in a financial crisis, 
it tarnishes the reputation of our markets and that will cause, over 
time, us to lose the leadership that we have had. 

And so I can’t guarantee — to the Chairman’s question, I can’t 
guarantee that anyone can prevent the next financial crisis because 
you never know where that might be coming from. What I can 
guarantee, though, is that funding this budget will allow us to do 
far more in terms of protecting the integrity and the transparency 
of our markets, which undoubtedly will be a good investment for 
our economy. 

Mr. Aderholt. Mr. Yoder. 

Mr. Yoder. Thank you, Mr. Chairman. 

I want to ask you a question about the position limit rule and 
I have heard from some grain and feed folks in Kansas, agriculture 
folks, that they are concerned that this might negatively impact 
them, specifically the proposal would dramatically narrow the 
range of hedging strategies considered as bona fide hedges, the ele- 
vators used to manage their business risk and to help producers 
market their crops and manage the risk. 

Now, I know you have heard repeatedly from these traditional 
hedgers who are concerned that risk management strategies they 
have used for decades and that have been considered bona fide 
hedges always by the Commission might now be subject to drastic 
change. To take away those proven risk management strategies 
would increase hedging costs, would decrease hedging efficiency, 
which I would assume would be the complete opposite of what the 
Commission would want to do. 

What are you doing as a Commission to move forward to ensure 
that traditional hedgers like grain elevators and producers con- 
tinue to have available the range of risk management tools that 
they need? 

Mr. Massad. Well, thank you for that question. Congressman. 

We are taking their concerns very seriously and looking very 
hard at the proposed rule that was issued, and by the way, that 
rule was issued before any of the three of us who are currently on 
the Commission took office. So I think we are all very conscious of 
the importance of getting this rule right. Congress directed us to 
do this rule, but we got to make sure that bona fide hedging still 
works, is allowed. We are not trying to, you know, change the mar- 
kets, you know, to limit that. 

So we are looking at those comments. We have had a lot of meet- 
ings with industry participants on this. I chair our Agricultural Ad- 
visory Committee. We have had a number of discussions about this 
and we are looking at other aspects of the rule as well. One of the 
things we are doing right now is looking — ^you know, we will 
have — the way the rule works is it tracks the law in that the law 
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provides for bona fide hedging and it provides a set of exemptions, 
but there are then what you — what we call the non-enumerated ex- 
emptions, meaning essentially further exemptions that a partici- 
pant could get. 

We are talking with the exchanges right now on what would be 
the best way to handle that. Rather than just the Commission 
doing it, maybe we should incorporate the expertise of the ex- 
changes and work with them so that they do, you know, a lot of 
the review on non-enumerated hedges. 

We are also looking at what we call the deliverable supply esti- 
mates. You got to make sure — you know, you want to set the limit 
in a way that prevents excessive speculation, but allows the mar- 
kets to grow and work, and so you want to make sure you get good 
estimates on what is that market volume today. What is that deliv- 
erable supply estimate on a particular commodity? We are spend- 
ing a lot of time on that. 

There is another aspect of the rule. I have said over and over I 
want to get this right, so we are going to take the time we need 
to get it right. 

Mr. Yoder. Well, I can’t tell you how much I appreciate that atti- 
tude of trying to get it right and making sure we are taking the 
concerns of folks back in Kansas and other states that could be 
negatively impacted by this that aren’t creating risky scenarios, 
but want to be able to protect themselves and we don’t want to do 
harm in a way that would make the rules sort of counter- 
productive. 

Second question is I wanted to ask you about the Regulated 
Automated Trading, Reg AT. 

Mr. Massad. Yeah. 

Mr. Yoder. The Commission recently proposed Reg AT, at which 
the CFTC would require market participants to provide unfettered 
access to all of the firm’s intellectual property and future business 
strategies to any representative of the CFTC, DOJ, NFA or ex- 
change for any reason. As you know, a breach of this information 
would be devastating, as these are trade secrets and — to these mar- 
ket participants and the safety and operation of U.S. markets. 

Currently, the CFTC needs a subpoena to access that informa- 
tion, that sensitive data, and it is unclear why such broad access 
is necessary, especially given concerns about the government’s abil- 
ity to keep confidential information from cyberattacks. In fact, 
based on the most recent OIG reports, the CFTC’s most serious 
management challenge is the need to minimize information secu- 
rity vulnerabilities in its network. 

How does the CFTC intend to enhance its policies and proce- 
dures to protect the highly sensitive intellectual property it cur- 
rently collects and proposes to collect under Reg AT? 

And given budgetary concerns and the costs of protecting the 
data it collects, wouldn’t it make more sense for the CFTC to limit 
its access to market participants highly sensitive intellectual prop- 
erty and source code cases to where the CFTC is able to obtain a 
subpoena based on probable cause on wrongdoing? 

Mr. Massad. Well, thank you for the question. Congressman, and 
I am glad I have an opportunity to discuss this with you because 
I think there has been a lot of confusion about what we are trying 
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to do and I am very prepared to work with market participants to 
address this. 

What we were trying to do was to make sure that what we call 
the source code for automated trading, for algorithmic trading, is 
preserved. That source code is a computer code that — it sets forth 
how the algorithm would work and when you have a problem, 
when you have an algorithm run amuck, as we have seen with 
Knight trading or some of these other incidents, you need to go 
back and look at that source code to figure out what happened and 
because firms change their algorithms from time to time, the cur- 
rent source code might be different than what it was six months 
ago when the incident happened. 

So what we are asking is simply that they preserve it. We are 
not asking them to turn it over to us routinely. We are not asking 
to, you know — to file it with us. We just want them to preserve it 
so if there is a problem, we can look at it and we can come in and 
reconstruct events, and I am perfectly happy to make sure that the 
way we do that guards that confidentiality. 

There is nothing more important than protecting confidentiality 
of things like this because that is important to the integrity of the 
markets and people’s willingness to participate. We take our obliga- 
tions to preserve confidential information very, very seriously and 
we get a lot of confidential information, and so we will certainly do 
that here. 

Mr. Yoder. So you don’t believe that CFTC then would ever need 
to take that source code into the CFTC where it would be on an 
area that could be sensitive to cyber threats? 

Mr. Massad. Well, we certainly would. If we needed to get it be- 
cause we are looking at a — let us say there is a problem in the 
market and you have a firm that caused some, you know — some 
disruption and you need to look at that source code, we will cer- 
tainly do that in a way that protects confidentiality. We have to do 
that all the time. 

Mr. Yoder. But given the cybersecurity concern, you can see why 
these companies would 

Mr. Massad. Well, sure, but 

Mr. Yoder [continuing]. Be worried that it might fall into the 
wrong hands and that is — the source code is their intellectual prop- 
erty. I mean, that is the whole thing for that. 

Mr. Massad. I — yeah. No, I understand their concern and so 

Mr. Yoder. And then the subpoena question, just in terms of 
why couldn’t we just allow this continue to be via subpoena based 
on probable cause? 

Mr. Massad. Well, I am certainly happy to look at that issue. I 
am not sure when you say continue to be. I don’t think we are 
changing what the rules are today, but we 

Mr. Yoder. Yeah, that is the whole point is that you would be 
able to receive that information without using — you can already re- 
ceive the source code now with a subpoena based on probable 
cause. This would allow you to shortcut that by saying you want 
the source code, which is their intellectual property. To get their 
intellectual property, you have to have a subpoena right now. 

Mr. Massad. I am — we are taking comments on this right now 
and I am perfectly happy, as I say, to make sure we have got prop- 
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er procedures that protect the confidentiality. Whether that is a 
subpoena or whether that is something else, I don’t know. I want 
to hear what people have to say, but also, in terms of our own sys- 
tems, we are trying to take steps all the time to make sure our sys- 
tems are staying up to — keeping abreast. I mean, that goes back 
to our budget, right? 

Mr. Yoder. That is why you need money from us, right? 

Mr. Massad. Need money to keep those systems up-to-date. 

Mr. Yoder. Thanks, Mr. Chairman. 

Mr. Aderholt. Thank you. I know you have had a long day. Let 
me just close with one more question. 

Just for the record, the CTFC swap dealer de minimis regulation 
was, of course, the threshold when a market participant must reg- 
ister as a swap dealer. Its schedule will be automatically be re- 
duced by 60 percent from $8 billion in annual notional swaps activ- 
ity to $3 billion. This level will subject a good number of new mar- 
kets and end-users that were never intended to be captured under 
the Dodd-Frank legislation to register as swap dealers. 

Becoming a swap dealer should be reserved for big banks and too 
big to fail institutions. Moreover, it adds 4,000 additional regu- 
latory requirements for these entities to comply with. Many of 
these businesses are job creators and they had nothing to do with 
the financial crisis that we saw in the past. 

The FY 2016 Omnibus, we included a provision that directed 
your agency to keep the swap dealer de minimis level at no less 
than $8 billion. Preferably, we would like to see it higher. 

I appreciate your efforts to complete this study and open the 
issues for comment. 

I would like to ask you, the comment period as on the study that 
you have recently closed, can you update us on the type of com- 
ments that you received? 

Mr. Massad. We received a wide range of comments and as you 
might guess, they varied. Some said we should keep it at $8 billion. 
Some said we should lower it to $3 billion. And we are going 
through those and looking at people’s reasons and suggestions. 

We asked people not just to comment on that, but to comment 
on, you know, should we look at a multifactor test. Should we look 
at different levels for different product areas? For example, some 
people have raised concerns that, well, the commodities markets 
are very different and you need a lower threshold there. Does that 
make sense or does it not make sense because you got firms that 
are acting across the board? And, you know, you want to have 
some, you know, regulatory kind of certainty, predictability, con- 
sistency here. 

So the comments are wide ranging and we are looking at them, 
and as I say, we will come out with the final report in a little 
while. 

Mr. Aderholt. When do you expect the threshold to drop? 

Mr. Massad. Well, the rule provides that the threshold will drop 
unless the Commission takes action at the end of 2017, in Decem- 
ber of 2017. So we have got quite a bit of time here. That is why 
I started this process early. I wanted to make sure we could go 
through this study and public comment and getting input well in 
advance of that date so that the Commission has the information 
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it needs to decide what to do, and again, we are mindful of the 
Committee’s instruction and we always welcome input from Con- 
gress. 

Mr. Aderholt. Well, thanks for being here today and 

Mr. Massad. Thank you. 

Mr. Aderholt [continuing]. Like I said, I know you have had a 
long day, so I hope you 

Mr. Massad. Happy to be here. 

Mr. Aderholt [continuing]. Have a restful night. 

Mr. Massad. Thank you. 

Mr. Aderholt. So — and with that, the subcommittee is ad- 
journed. 

Mr. Farr. Thank you very much, Mr. Chairman. Do you know 
when our next — scheduled our next hearing? 

Mr. Aderholt. Tomorrow. 
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House Committee on Appropriations 
Subcommittee on Agriculture and Related Agencies 

Fiscal Year 2017 Budget 
Wednesday, February 10* 2016 at 2:00 PM 

QUESTIONS FOR THE RECORD 

The Honorable Timothy G. Massad, Chairman 
Commodity Futures Trading Commission 


Questions Submitted by Chairman Robert Aderholt 
Bonuses. Performance Awards, and Special Pay 

1 . How much in bonuses, special pay, incentive awards, merit pay, and performance pay, were 
distributed to CFTC employees and contractors in FY 2015 and estimated in FY 2016 and 
in the FY 2017 President’s Budget? 

The table below shows the FY 2015 costs for the CFTC employees’ merit pay and awards as 
well as estimates included in the budgets for FY 2016 and 2017: 

Please note that CFTC contractors are not CFTC employees, and individuals working on CFTC 
contracts are paid by their respective employers. 

FY 2016 and FY 2017 estimates reflect the assumptions contained in the President's Budgets for 
FY 2016 and FY2017, including the increase in FTE levels from the actual of 690 FTE in 
FY 2015 to 895 in FY 2016 and 897 in FY 2017. Actual amounts for merit pay and awards are 
dependent on union negotiations and the budgetary landscape, and are subject to change. The 
CFTC has not agreed to any awards or merit pay increases for cither FY 2016 or 2017 at this 
time. 



Actual 

Estimated in President’s Budget 


FY2015' 

FY 2016^ 

FY 2017^ 

Merit Pay"* 

$712,284 

$2,750,658 

$4,445,939 

Awards’ 

$461,528 

$1,187,174 

$1,519,550 

Total 

$1,173,812 

$3,937,832 

$5,965,489 


1- FY 2015 merit pay includes only the final quarter of the fiscal year, when merit pay increases 
became effective. 

2- FY 2016 merit pay amount includes expenses from the FY 2015 merit pay increase and estimates 
for a FY 2016 merit increa.se included in the President’s Budget request. 
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3- FY 2017 merit pay amount includes expenses from a FY2016 merit pay increase, and 
assumptions for a FY 2017 merit increase included in the President’s Budget request. 

4- Merit pay increases occur in the last quarter of the fiscal Year. CFTC staff does not receive step 
increases. 

5- Includes bonuses, incentive awards, and performance awards. In FY 2015 CFTC had a limited 
awards program. FY 2016 and FY 2017 assume an awards pool of 1% of salary. 


2. Please provide the costs associated with pay increases for FY 2015, 2016, and FY 2017. 


Pay 

Adjustments 

Effective Pay 
Period 

FY 2015 
Cost* 

FY2016 
Est. Cost* 

FY 2017 
Est. Cost 

COLA 

Jan PPOl 

$1,196,062 

$1,741,187 

$1,929,061 

Merit Pay 

Jul PP 14 

$712,284 

$2,750,658 

$4,445,939 


*Merit pay occurs in the final quarter of the fiscal year. Figures for FY 2016 and FY 2017 
include the amounts budgeted in each fiscal year to accommodate the portion of the previous 
year’s award, payable in the subsequent year. FY 2015 Actual COLA was 2% and payable from 
first pay period of the calendar year. FY 2016 and FY 201 7 reflect the assumptions contained in 
the FY 2016 and FY 2017 President’s Budgets. CFTC has not agreed to any COLA or merit 
pay for FY 2016 or FY 2017 at this time other than locality pay that was a government wide 
increase. 

Unionization of Employees at CFTC 

(Please provide the most up to date information for the following questions.) 

3. Please provide the Memorandum of Understanding and any other contractual agreement 
or understanding between the CFTC and the National Treasury Employees Union 
(NTEU). 

The requested Memorandum of Understanding follows: 
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Memorandum of Undei'standina between the National Treasury Employees 
Union and the Commodity Futures Trading Commission 

This memorandum is an interim agreement between the Commodity Futures Trading 
Commission (CFTC or Agency) and the National Treasury Employees Union (NTEU or 
Union) (collectively referred to as the parties). This interim agreement applies to all 
bargaining unit employees represented by NTEU as set forth in the Certification of 
Representation (Case No. WA-14-0060) issued on November 7,2014. 

1. Duration: This agreement shall become effective as of the date of execution by the 
Chairman and shall termirrate at the effective date of a term collective bargaining 
agreement between the parties, imless the parties agree to modify this agreement, 

2. Governing Law: The parties acknowledge the rights conferred on imions and 
management in the Federal Services Labor-Management Relations Statute (FSLMRS), 
Title VII of the Civil Service Reform Act of 1978. 

3. Designation of Union Officials: NTEU will promptly notify the CFTC of all persons 
designated as Union officers or stewards authorized to act on behalf of NTEU and will 
provide ongoing notice of any changes to these designations. 

4. Official Time; The Agency agrees to provide Union representatives a reasonable 
amount of official time to prepare for and to carry out the Union's statutory 
representational functions. Absent exigent circumstances, the use of official time must 
be requested by the employee to their supervisor no less than 24 hour's in advance. The 
supervisor will approve the requested time, absent substantial interference with 
business needs as determined by management. The employee must inform the 
supervisor as to the best estimate of how much time will be spent on these duties at the 
time the request is made. The Agency will provide official tune for training Union 
officers and new stewards, not to exceed 20 hours per representatlve.per year. 

5. Dues Withholding: After processing of the initial dues withholding forms, new 
requests for dues withholding deductions will be processed in a timely manner, 
normally within one pay period. The Agency will provide the NTEU National 
President (or her designee, her current designee being National Field Representative 
Richard L. Otzel) with a biweekly report of allotments withheld and the amounts. 

6. Notifications; In matters that pertain to specific individual CFTC employees, which 
also require notice to the exclusive representative (e.g. individual employee grievances 
in which the employee has opted for self-representation), CFTC will simultaneously 
serve notice to the NTEU National President (or her designee, her current designee 
being Richard L. Otzel) and the specific CFTC employee. In matters requiring notice 
by the Union to' the CFTC, notice shall be provided to the Chief of Workforce 
Relations. Notice may be by email, fax, or mail. 


1 
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7. Access to Facilities and Email; The Agency will afford NTEU reasonable access to 
Agency facilities and equipment for the purposes of conducting labor- management 
activities. Absent substantial interference with business needs as determined by 
management, tiie CFTC also will provide the Union with reasonable access to meeting 
rooms for union business, subject to existing rules for reserving such rooms. The 
Agency will provide NTEU with an office at the headquarters of the Agency to 
conduct labor-management activities. The CFTC fiirther will afford access to agency 
facilities by NTEU national staff representatives. Consistent with law and in 
conformance with existing email policies, CFTC employees designated by the Union in 
paragraph 3 above will be permitted use of the CFTC's email system to carry out 
representational activities. 

8. Formal Meetings: The CFTC will provide the NTEU National Pi'esident (or her 
designee, her cuiient designee being Richard L, Ofzel) notice and an opportunity to be 
represented at any fonnal meeting or discussion in accordance with 5 U.S.C. 

§ 7114(a)(2). 

9. Changes to Conditions of Employment 

(a) Dui'ing the term of this Agreement, all current Agency policies, procedures, 
rules, instructions and past practices will remain in full force and effect. 

(b) Subject to paragraph (a) above, before making any changes to conditions of 
employment, as defined in 5 U.S.C. §7103(a)(14), the Agency will give 
notice by email to the NTEU National President (or her designee, her current 
designee being Richard L. Otzel). The union has seven (7) calendar days 
from receipt of official notice to request a briefing. The union has fifteen 
(15) calendar days fi'om receipt of the official notice or fifteen (15) calendar 
days from the date of the briefing to request, in writing, to bargain and submit 
negotiable written proposals. The union shall submit its bargaining request 
and negotiable written proposals to the Chief of the Workforce Relations 
Office, If the union does not submit negotiable written proposals within the 
15-calendar day period then the Agency may implement the proposed 
change(s) in working conditions. 

(c) If the Union submits negotiable wiitten proposals prior to the expiration of 
the notice period, the parties will bargain in accordance with 5 U.S.C. § 
7117. Union negotiable written proposals will addiess only the subject of 
the proposed change, and will not address unrelated matters. Bai'gaining 
under this section shall be subject to the following rules: 

(i) Negotiations will take place during the Agency's regular 
administrative work days and hours, 

(ii) Negotiations will talce place on the Agency's premises. 
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(iii) Official time to participate in negotiations will be granted to the same 
number of negotiators for the Union as the number of negotiators 
being utilized by the Agency. 

(iv) If an agreement is not reached between the parties sixty (60) 
calendar days after the union’s receipt of the Agency’s official 
notice and negotiable proposals are still outstanding then either party 
may declare impasse and request the services of the Federal 
Mediation and Conciliation Service. The parties may mutually 
agree to utilize the services of the Federal Labor Relations’ 
Authority Collaboration and Alternative Dispute Resolution 
Program (CADRO) or any other mediation service to resolve the 
dispute. The parties shall equally share the costs of the mediation 
services. In accordance with 5 USC § 7114 agreements negotiated 
between the parties will be subject to either Chaiiman or 
Commission approval as appropriate. 

(d) The Parties may agree in writing to reasonable extensions of time under for the 
deadlines set forth above, 

10, Grievance Procedure; 

(a) A grievance for purpose of this agreement will be defined as set forth in 5 
U.S.C, § 7103(a)(9). Additionally, the matters listed on Appendix 1 are not 
grievable and are excluded from this grievance process. 

(b) Informal Grievance Process 

(i) Before an employee may file a formal giievance or NTEU files 
an institutional grievance, an attempt must be made to 
informally resolve the concerns with the management official(s) 
believed responsible for the matter on which the concerns ai'e 
based. The informal grievance is not a meeting pursuant to 5 
USC § 7114. An informal grievance must be submitted in 
writing or via email to the lowest level supervisor with authority 
to grant appropriate relief with a copy to the Chief of Workforce 
Relations. The informal grievance must be submitted no later 
than fifteen (15) calendar days of the individual(s) becoming 
aware of the matter which created the basis for the informal 
grievance. The Human Resources Branch wil] respond to the 
informal grievance no later than twenty (20) calendar days after 
its submission. If the parties cannot resolve the dispute 
informally then the employee may file a formal step one 
grievance. 
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(ii) When tlie first level official for resolution is the Chahinan, or if the 
first level official has executive responsibilities or is a Division 
Director or Office Head who repoifs to the Chairman, the informal 
grievance will he processed under the fonnal grievance procedure set 
forth below, 

(c) Formal Grievance Process 

(i) Step One: A Step One grievance must be submitted in writing to the 
Human Resoui'ces Branch no later than twenty (20) calendar days 
fiora the date the grievanl becomes aware of the matter being 
grieved if not submitted tbough the informal grievance process or 
twenty (20) calendar days from receipt of the informal grievance 
response. The Step One grievance must include a statement of the 
issue(s), including the date(s), location(s), pertinent fact(s) (which 
may include any witnesses to the issue(s) or incident(s) described 
and any supportmg documentation), the requested remedy or 
remedies, and whether a meeting is requested, If a meeting is 
requested to discuss the grievance, the meeting shall occur with the 
management official identified by the Human Resources Branch 
within ten (10) calendar days of the submission of the grievance. 
The Step One management official will respond with a Step One 
decision to the Step One grievance no later than thirty (30) calendar 
days after the grievance has been submitted, 

(ii) Step Two: If dissatisfied with the Step One decision, an employee or 
the Union may file a Step Two grievance. A Step Two grievance 
must be submitted in wilting or via email to the Human Resources 
Branch no later than fifteen (15) calendai' days firom the receipt of the 
Step One grievance response. The Step Two management official 
must be the Step One management official's supervisor or the 
supervisor’s designee. The Step Two grievance shall not introduce 
new issues or remedies that were not presented at Step One. The 
Step Two management official will respond witli a Step Two 
decision to the Step Two giievance no later than thirty (30) calendar 
days after the Step Two grievance has been submitted, 

(d) For any meetings that take place during the formal grievance process, the 
number of union representatives from the Agency is limited to the number 
of management representatives and must be mutually agreed upon prior to 
any such meeting(s). 

(e) The CFTC may offer mediation at any time to resolve the matter. 

(f) Agency and Union Institutional Grievances 
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(i) To increase the ability to resolve disputes expeditiously, Institutional 
Grievances must be raised no later than thirty (30) calendar days 
after the date the moving party became aware of the incident giving 
rise to the complaint by sending an Institutional Grievance to the 
Human Resources Branch if the NTEU is the moving party, or to 
NTEU National President (or her designee, her cuirent designee 
being Richard L. Otzel) if CFTC is the moving party, 

In an effort to resolve national level disputes in an expeditious 
manner, the parties will schedule a meeting within thirty (30) 
calendar days of receiving the Instrhrtronal Grievance. Within thirty 
(30) calendar days of this meeting, a written decision wiil be 
provided by the notr-moving party to the moving party. 

(ii) If not satisfied with the resolution provided by the non-moving party, 
the moving party may invoke arbitration witliin thirty (30) calendar' 
days of receipt of the gr'ievance denial. 

(g) Arbitration 

(i) Consistent with 5 U.S.C. § 7121, binding arbitration is available as a 
final step in the grievance procedure. If invoked, the Union or the 
Agency will make a request for binding arbitration in writing within 
thirty (30) calendar days after the receipt of the Step Two decision. 

(ii) The moving party will, within ten (10) calendar day.s after 
invocation of arbitration, request a list of seven (7) arbitrators from 
the Federal Mediation and Conciliation Service (PMCS). As soon as 
practicable after the list is received ftom FCMS, the parties will 
select an arbitrator by alternatively striking names ftom the list until 
one name remains. WHch party shikes first wiU be determmed by 
the date the FMCS list is issued. The Union strikes first if the date 
is an odd number and the Agency strikes first if the date is an even 
number. 

a. Except for the specific exclusions in Appendix 1, and. other 
administrative procedures and exclusions provided by law, the 
grievance procedure is the exclusive administrative procedure 
for resolving grievances under this agreement. 

b. The pai'ties will share equally the FMCS and arbitrator's costs. 

(h) The Parties may agree in witting to reasonable extensions of time under for 
the deadlines set forth above in the Grievance Procedure. 


11. Bargaining Unit Lists: Within 30 days of the effective date of this agreement, and 
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quarterly thereafter, CFTC will provide the NTEU National President (or her designee, 
the current designee being Richard L. Otzel) a list of all bar-gaining unit employees, 
including their names, position title, grade level, organizational component, official 
duty station (city and state), CFTC e-mail address, and salary. 

12. Precedential Effect: The terms of this Agreement are not precedential and may 

not be relied upon by either pai-ty as justiifyitg the same or similar terms in any 


Timodiy Massad Date 

Chairman 

Commodity Futures Trading Commission 


subsequent negotiations. 


Colieen M. Kelley 
National President 
National Treasui-y Employees Union 
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1. The content of published governnient-wide regulations or CFTC policies on 
etliics rules and classification matters. 

2. The subject of a formal complaint of discrimination which has aheady been 
filed as a formal EBO complaint, 

3. A decision or action for which a notice of appeal has already been filed with die 
Merit Systems Protection Board. 

4. A preliminary warning or notice of a proposed action that, if effected, would be 
covered under the grievance system. 

5. The termination or exphation of a; 

a. Time-limited excepted appointment; 

b. Temporary or term appointment on or before the date specified on the 
appropriate appointing SF-52; or 

c. Tempomry or term appointment at any other time provided the employee 
was informed in advance of the temporaiy natare of the promotion and 
that he or she was returned to his or her former position or to a different 
position of equivalent grade and pay. 

6. The content of job elements and performance standards that have been established 
in accordance with 5 U.S.C. § 430. 

7. The termination of a probationary, temporaiy, or trial period employee for 
unsatisfactory perfomiance or conduct. 

8. The return of an employee serving a supervisory or managerial probation period 
to a nonsupervisory or non-managerial position according to 5 C.P.R. Part 3 15, 

9. A separation or teimination of a non-preference eligible fi'om the excepted service 
before the employee has two years of current continuous service and acquires a 
right to appeal to the MSPB. 

1 0. Grievances filed prior to the effective date of tliis agreement. 

11. The issuance of performance improvementplans. 

12. The non-selection for promotion from a properly ranked and certified list of 
candidates 

13. An action taken in accordance with the tenns of a formal agreement voluntarily 
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entered into by an employee, and reviewed by NTEU for compliance with 
applicable law or agreements, including agreements which assign an employee 
from one geographical location to another. 


8 
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4. As a result of the pending MOU between CFI'C and NTEU, please provide the estimated 
increased costs to CFTC using the FY 2016 Personnel Compensation and Benefits (PC&B) 
line items as defined by OMB object class, provided in the current year spend plan, at a 
maximum and a minimum (even if only based upon preliminary negotiations with the 
NTEU for the next fiscal year and the current fiscal year), of any salary negotiations that 
might occur under the Financial Institutions Reform, Recovery, and Enforcement Act or 
with the NTEU during FY 2016 and planned forFY 2017. 

CFTC is currently exchanging proposals with NTEU on ground rules which would lay the 
framework for negotiations on a long-term collective bargaining agreement. It is anticipated that 
substantive negotiations between CFTC and NTEU on a long term collective bargaining 
agreement will start later this fiscal year. As of March 2016, NTEU has not submitted any 
proposals for PC&B increases for FY 2016, so negotiations on PB&C have not begun. 

Therefore, CFTC is not currently able to provide any estimates on potential increases to PC&B 
costs forFY 2016 and FY 2017. 

5. Please provide any projected increases or decreases in FTE levels and overall PC&B levels 
that may occur as a result of new negotiations with the NTEU using the range provided in 
the previous question as well as a complete, updated pay scale reflective of the changes to 
PC&B based upon the information in the previous question. 

Negotiations with the NTEU on PC&B for FY 2016 have not yet begun. Therefore, as of March 
2016, the CFTC has not updated its staffing levels from those that are currently included in the 
Congressional Spend Plan for FY 2016 and the President’s FY 2017 Budget Request. In 
addition, as stated above, CFTC is not currently able to provide estimates of potential increases 
or decreases to PC&B levels. At this point, any estimate would be speculative as the parties 
have not exchanged any proposals on PC&B increases. 

The CFTC stated in its FY 2016 answers to Questions for the record that its FTEs could be 
reduced by S3 FTE if the initiai NTEU proposal of January 12, 2015 were agreed to. In its FY 
2015 spend plan, CFTC projected a level of 746 FTE. In the budget, it only shows using 690. 
The FY 2016 spend plan shows a level of 714. 

6. What was the cause of the reduction from the initial level of 746 to 690 in FY 2015 and 714 
in FY 2016, respectively? 

The estimated F'fE level of 746 included in the FY 2015 Spend Plan reflected the anticipated 
staffing needed for CFTC operations in FY 2015 and was supported by funds included in the FY 
2015 appropriation. After receiving its FY 2015 appropriation, the CFTC began an aggressive 
hiring program to execute on its budget and by year-end had increased its head count to over 730 
employees, which because of timing of the hires, represented 690 FTE. 

The decrease in the estimated FTE level to 714 included in the FY 2016 Spend Plan reflected the 
fact that the CFTC’s FY 2016 appropriation remained at the FY 2015 level of $250M. The 
CFTC reduced its planned FTE level in FY 2016 to 714 FTEs in order to effectively manage the 
operations of the Commission and ensure the affordability of all staff within the amount 
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appropriated by Congress. This has meant reducing the Commission’s staffing level, from the 
gains seen in FY 2015, in order to remain within the FY 2016 appropriation ceiling. The CFTC 
anticipates that the agency will reach an FTE level of 714 at the end of FY 2016, with an 
estimated head count of approximately 715. 

7. Was this the result of the agreed to union proposals? 

The change in FTE between FY 2015 and FY 2016 Spend Plans discussed in Question 6 was 
impacted by both the compensation and benefit agreement the Commission and the NTEU 
reached in FY 2015, as well as an increase in costs for all goods and services and other payroll 
costs. Without any increase in its total appropriation for FY 20 1 6, the CFTC had limited ability to 
cover increases in such costs. CFTC has decreased estimated costs for operational support such 
as contracted services, training and travel; however, these cost decreases were insufficient to 
cover CFTC total operating costs. Since the costs of existing personnel account for over 77% of 
the Salary and Expense appropriation, the Commission needed to decrease overall FTE levels in 
order manage within the total FY 2016 appropriation level. As a result, the buying power of the 
CFTC in FY 2016 has been reduced in all areas, including the ability to recruit and retain 
qualified staff. 

8. What effect could CFTC’s ongoing negotiations for FY 2017 with NTEU have on its FTE 
level? 

As of March 2016, NTEU has not submitted any proposals for pay and benefit increases for FY 
2016 to the CFTC. Therefore, any projection of potential impact to the budget or to FTEi levels 
would be speculative. 

9. What is the total amount of dues collected by NTEU for FY 2015 from CFTC employees 
and projected for FY 2016 and 2017? 

Dues are automatically deducted on a biweekly basis from the employee’s paycheck by the 
CFTC’s personnel and payroll provider, the National Finance Center. As union dues are an 
employee elected deduction, the CFTC is not in a position to forecast any amounts related to 
union enrollment, therefore the CFTC can only provide amounts that have been paid to date and 
cannot provide projections for the remainder of FY 2016 or for FY 2017. 

The following figures reflect the collections for FY 2015 and FY 2016: 

• In FY 2015, dues were deducted beginning April 19, 2015, and the last biweekly period 
ended October .3, 2015. For this period the total amount of dues collected was $41,1 12.65. 

• In FY 2016, through March 6, the total amount of dues collected is $43,281.72. 

10. Does CFTC pay any matching or additional dues as an agency, outside of those paid 
directly from individual employee checks? 

The CFTC does not pay any matching or additional dues as an agency to either of its unions. 
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Recoveries of Prior Year Obligations and Carryover ofFunds 

1 1 , Please provide a table from FY 2009 to present detailing recovery of Prior Year Obligations 
with amounts for each year. In separate tables, please break down each year’s recovered 
funds by object class. 

As reported annually in the Commission’s Agency Financial Report for FY 2015, total audited 
recoveries of prior year obligations by year for FY 2010 through FY 2015 are summarized in the 
following information: 



56 



COMMODITY FUTURES TRADING GQMMiS»ON - PRIOR YEAR RECOVERIES 
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Leasing Costs/GAO Opinion 

12. Please provide a table showing the leasing costs for all CFTC offices starting in FY 2009 
through estimated FY 2017. Include in the table the actual FTEs for each year at each 
office; include the FTE capacity at each office for each year; include the FTE equivalent 
for Contractors and the capacity at each office for each year; include the square feet for 
each year and for each office with totals for each year. The table should be similar to the 
one provided for FY 2016. 

The information follows: 
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CFTC Lease Costs and Staffing - Actual FY 2009 Througfi FY 2015 and Projected FY 2016 and FY 2017 
(March 16, 2016 - Replaces January 16, 2016) 



Location 

FY2009 

FY 2010 

FY2011 

FT 2012 

Fy2013 

fVZ014 

FY2015 

Pro), FY 2016 

Pro). FY 7017 

Washington 

$8.49S,5DS 

$8,369,628 

$11347,036 

$14,653,555 

$14,588,204 

$14,505,250 

$15,318,996 

$9,610,473 

$16,485,721 

Chicago 

$1,864,000 

$1,660,267 

$1,673,703 

$2,083,105 

$2,091,151 

$2,192,084 

$2,370,229 

$2,389,212 

$2,461,377 

New Yorli^ 

$2,437,656 

$2,331,387 

$2,426,305 

$197,190 

$1,883,408 

$2,223,945 

$2,322,614 

$2,478,419 

$2,574,663 

Kansas City (Old lease) 

$186,500 

$187,718 

$iaB,4U 

$237,600 






Kansas City (New lease) 




$479,630 

$450,678 

$411,267 

$578,155 

$580,616 

$599,963 

Total 

$12,987,661 

$12,549,000 

$15,835,457 

$17,651,080 

$19,013,441 

$19,332,546 

$20,589,994 

$15,058,620 

$22,121,724 

Percent Change 

11.63% 

-3.38% 

24.60% 

12.89% 

7.72* 

1.68% 

6,50% 

-26.86% 

46.90% 


1/ 2012 Chicago reflects newly negotiated rwtal rates. 

2/ 2012 New York reflects rental reductiort credit, 

3/ 2011 Chicago applied S535.344 from TIA to rent payment 
it 2012 DC aoplied $1,165,706 from TIA to rer« payment- 
5/ 2013 Kansas City applied $78,222 from TiA to rent payment 
6/ 2016 DC includes a rental credit of $6,355,834.94, 

7/ Actual increases hetweer> years 2015-2016 and 2016-2017 ^khiW be d.OWand 39% respectively when rental credit in 2016 is included in total 
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Deferred Costs 

FY2009 

FY2010 

FY2011 

FV2012 

FT 2013 

FT 2014 

FY2015 

Pro). FY 2016 

Pro). FY 2017 

Beginning Balance, 
October 1 

SO 

SO 

$6,303,367 

$6,254,873 

$1434,223 

$28,488 

$28,488 

$28,488 

so 

TIA Recehred 

SO 

$6,829,880 

$6,701,194 

$2,868,320 

So 

$0 

so 

$0 

SO 

Allowance Received 








$6,327,328 

$0 

TiA attd Allowance Used 

so 

•$328,513 

-$6,749,688 

-$7,888,970 

-Sl.205.735 

$0 

so 

■$6,355,816 

so 

Ending Balance, 

$0 

$6,303,367 

$6,254,873 

$1434,223 

$28,488 

$2B,488 

$28,488 

so 

$0 


Note: Tenant improvement Ajiowance (TIA) is funding provided by the landlord W pay for design, eoriKoictioo, and related costs required to render CFTC's space fit for 
occupancy. Allowance far general refurbishment of the space is funding providedbythelandlord topay for wall/eeiling/fioor repairs or other general maintenaree of the 
improvements. Both the TiAand Allowance may be used to pay rental obligations, as shown m the chart above. TIA adjusted in PV 2016 for FV 2013-FY 2015 based on final 
Invoices. 


j weotawelqoOT feeyteo5g 


location 

FY2009 

FV2010 

WKSS3MM 

■Bcm 


FY2014 

FY 2015 

Proj.FY 2016 

Proj. FY2017 

Washington'’' 

161,785 

161,785 

270.64$ 

286.395 

288.395 

288,395 

289,295 

289,295 

289,295 

Chicago 

40,750 

40,750 

60,412 

60,412 

60,412 

60.412 

60,412 

60,412 

60,412 

New York 

39.363 

39,363 

39.363 

46,347 

61.510 

61,510 

61,510 

61,510 

61,510 

Kansas City (Old laasa) 

8,066 

8,066 

8,066 







Kansas CHyJNaw laase) 




24.362 

24,362 

24,362 

24,362 

24,362 

24,362 

Toul 

249,964 

249,964 

378,48$ 

419.516 

434,679 

434,679 

435,579 

435,579 

435,579 


l/20tS OCIncreasi 

basedonKcer.se 


feel of storage sp. 

ce, provided at no 

edditmna. cost tot 

eCFTC, 





FY1009 


HSnSHI 


FT 2013 

FY2014 

FYIOtS 


IJBItl'I'l-THEBli 






ISSBESSSJS! 





Washington 

378 lOJ 

442 140 

432 141 

471 146 

459 152 

446 166 

501 233 


622 

Chicago 

101 13 

133 24 

132 22 

136 23 

129 17 

124 13 

133 17 


166 

New York 

72 10 

83 16 

82 6 

79 5 

76 5 

73 7 

82 9 


111 

Kansas Chy 

20 4 

23 4 

23 3 

22 4 

21 3 

22 4 

27 4 


36 

MinneapoFis 

1 0 

1 0 








Total’'* 



669 172 

708 180 


665 190 

743 253 


935 0 


1/ Federal includes direct hired employees of CFTC. Contract includes contracted staff with badges authoriiing access to CFTC facilities. 
2/ 2017 assumes the FY 20l7 President’s Bucket is enacted. 

3/ Dependent upon enacted appropnation. 

4/ includes Deuilees, Interns. Consumer Outreach/Whistleblower OffittS (CAP funded) and OIG Federal Employees. 

Note- Federal and Contract staffing were provided to GAO in January 2016. 
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13. Please provide the legislative language and reference that restricts CFTC from subleasing 
beyond “someone who is advancing the mission of the agency”. 

Congress provided the CFTC with statutory independent leasing authority in Section 12 of the 
Commodity Exchange Act (CEA), codified at 7 U.S.C. § 16. Specifically, the CFTC was 
authorized: "to make and enter into contracts with respect to all matters which in the judgment of 
the Commission are necessary and appropriate to cfTectuate the purposes and provisions of this 
Act, including, but not limited to, the rental of necessary space at the seat of Government and 
elsew’here." 7 U.S.C. § 16(b)(3). This statutory grant of independent leasing authority is 
significant because it allows the CFTC to lease office space without working through the General 
Services Administration (GSA). 

While the CFTC has expressly been granted independent authority in 7 U.S.C. §16(b)(3) to lease 
office space, the CFTC was not also provided with similar express authority to sublease office 
space or otherwise manage a real estate portfolio. Nevertheless, the CFTC has interpreted 
language in the CEA to provide it with implied authority to sublease office space to the extent that 
the sublease "in the judgment of the Commission is necessary and appropriate to effectuate the 
purposes and provisions of this Act.” 7 U.S.C. § 16(b)(3). Therefore, it is the CFTC’s position 
that the agency has authority under 7 U.S.C. § 16(b)(3) to sublease office space when the sublease 
can be directly tied to the purposes of the CEA (as the statute requires for all contracts the 
Commission enters into). 

14. Please provide legislative language that the Commission believes would give it the ability to 
sublease space in all four of its offices. 

As noted above. Congress provided the CFTC with statutory independent leasing authority under 
Seetion 12 of the Commodity Exehange Act (CEA), codified at 7 U.S.C, § 1 6. In order to provide 
CFTC with express authority to sublease office space. Congress would need to amend the CEA 
and the agency respectfully suggests the language below in bold as an amendment to 7 U.S.C. § 
16(b)(3). 

7 U.S.C. § 16(b)(3). The Commission shall also have authority to make and enter into contracts 
with respect to all matters which in the judgment of the Commission are necessary and 
appropriate to effectuate the purposes and provisions of this Act, including, but not limited to, the 
rental of necessary space at the seat of Government and elsewhere. The Commission shall also 
have the authority to sublease space and expend any funds necessary to obtain and 
administer a sublease (including operation, maintenance, utility and rehabilitation costs), to 
any individual or entity, and notw ithstanding 31 U.S.C. § 3302 any funds obtained through 
such a sublease shall be deposited and credited as offsetting collections to the appropriations 
of the Commission. 

This proposed language would allow the CFTC to sublease space currently held under any of its 
four leases subject to any notice and consent provisions contained in the leases and also directs 
that any funds received by the CFTC through a validly executed sublease would be credited as an 
offsetting collection to the appropriations of the Commission as well as allow the CFTC to 
expend required funds to effect and administer the sublease. 
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15. Does CFTC have an estimate of hove much space it could sublease and at what cost savings? 

Currently the CFTC has approximately 13,672 rentable square feet of space in two locations 
(Kansas City and New York) identified as excess. A reliable estimate of potential cost savings 
cannot be provided at this time. Even with an explicit authority to sublease the space, the CFTC 
may have a difficult time subleasing and it may not yield significant cost savings. In fact, it 
could result in additional expense. Potential savings achieved through a subleasing agreement 
would have to account for costs incurred, such as making modifications to accommodate 
subleasees, and resources to find tenants and manage the subleases. Cost savings would also be 
impacted by negotiations on individual subleases and dependent on local leasing conditions, the 
relative market value of our rentable square footage, as compared to other space available in the 
market, and the desirability of the space offered. 

1 6. Please provide a copy of all responses, including attachments and all referenced documents, 
to the General Accountahility Office regarding the recent and ongoing legal opinions for 
the record. Specifically, this should include the documents reference in footnote 1, 15, 18, 
and 27. 

The information follows: 
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U.S. COMMODITY FUTURES TRADING COMMISSION 
Three Lafayette Centre 
1155 21st Street NW, Washington, DC 20581 
Telephone: (202) 418-5000 
www.cftc.gov 


Office of the 
General Counsel 


September 28, 2015 


Julie C. Malta 

Assistant General Counsel for 
Appropriations Law 
Office of the General Counsel 
U.S. Government Accountability Office 
441 G Street N.W. 

Washington, D.C. 20548 

Dear Ms. Malta; 

This letter responds to your letter, dated August 6, 2015, which requested that the U.S. 
Commodity Futures Trading Commission (CFTC) provide your office with information 
regarding the CFTC’s practice for recording obligations that arise under the agency’s current 
leases for office space in Washington, D.C., Chicago, New York, and Kansas City, and provide 
the agency’s views on various legal issues arising under these leases. 

As an initial matter, the CFTC greatly appreciates that the U.S. Government 
Accountability Office (GAO) has brought these questions to the agency’s attention. As 
discussed in response to specific questions below, the CFTC respectfully requests guidance from 
the GAO on the best way to move forward with reporting any potential errors and to ensure the 
agency is in full compliance with all applicable fiscal and appropriations laws. We would 
appreciate the opportunity to discuss the matters addressed in this response at your earliest 
convenience. 

We also appreciate your office’s willingness to grant the CFTC an extension of time to 
respond to your letter. We requested an extension in order to provide the agency with needed 
time to retrieve, review, and assess available records relating to the leasing practices of the 
agency from 1976 through today. While we have exercised best efforts to locate, retrieve, and 
review all relevant records, given the signifieant time frame involved and the number of current 
and former employees who are or were custodians of potentially relevant records, our efforts are 
still ongoing. As a result, we are unable to respond with certainty to all questions, but have 
provided responses where possible based on the information and records available. We will 
supplement our response as appropriate, if additional responsive records are located. 
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In responding to various legal issues arising under the agency’s leases that are identified 
in your letter, we first provide a historical background on the CFTC’s leasing authority and a 
summary of the CFTC’s current leases in Washington, D.C., Chicago, New York, and Kansas 
City before turning to your specific questions. 

I. Historical Background on the CFTC’s Leasing Authority 

On October 23, 1974, the CFTC was established as an independent regulatory agency by 
the Commodity Futures Trading Commission Act of 1974, P.L. 93-463, Oct. 23, 1 974. Section 
12(b) of the Commodity Futures Trading Commission Act of 1974, provided the CFTC with the 
following independent leasing authority: 

The Commission shall also have authority to make and enter into contracts with 
respect to all matters which in the judgment of the Commission are necessary and 
appropriate to effectuate the purposes and provisions of this Act, including, but 
not limited to, the rental of necessary space at the seat of Government and 
elsewhere . P.L. 93-463, codified at 7 U.S.C. § 16(b)(3) (emphasis added). 

The language providing the CFTC with independent leasing authority has remained the same 
since 1974.' 

On October 21, 1975, the CFTC received its first annual appropriation for Fiscal Year 
(FY) 1976, which provided: 

For necessary expenses to carry into effect the provisions of the Commodity Exchange 
Act, as amended (7 U.S.C. 1 et seq.) and Public Law 93-463, approved October 23, 1974; 
including the purchase and hire of passenger motor vehicles; the rental of space in the 
District of Columbia and elsewhere : and not to exceed $200,000 for employment under 5 
U.S.C. 3109, $1 1,193,000: Provided, That not to exceed $1,000 shall be available for 
official reception and representation expenses. For "Commodity Futures Trading 
Commission" for the period July 1, 1976, through September 30, 1976; including the 
purchase and hire of passenger motor vehicles; the rental of space in the District of 
Columbia and elsewhere : and not to exceed $50,000 for employment under 5 U.S.C. 
3109, $2,798,000: Provided, That not to exceed $250 shall be available for official 
reception and representation expenses. Agriculture and Related Appropriations Act. 

1976, P.L. 94-122, Oct. 21, 1975 (emphasis added). 


‘ The Investigative Study on the Commodity Futures Trading Commission, Report to the Committee on 
Appropriations (House Study), 95th Cong., 2nd Sess., Feb. 22, 1978 (Attachment A), noted that: 

There is no clear expression of Congressional intent concerning the contracting and leasing authority 
conferred on CFTC in Section 101(b) of the CFTC Act of 1974. A review of testimony before, and reports 
of, the House and Senate legislative committees which considered the legislation did not disclose any 
particular comment on this provision. While the section appears to grant enabling authority to CFTC, it 
does not indicate that such authority is granted notwithstanding the provisions of any other applicable laws 
or regulations. House Study at \0t. 


2 
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This appropriation specifically authorized the agency to rent space in the District of Columbia 
and elsewhere, and the same language authorizing the rental of space was included in the 
agency’s FY 1977 to FY 1980 approprititions.^ 

On June 9, 1977, approximately three years after the Commission’s establishment, the 
House Appropriations Committee initiated an investigation of the CFTC’s organization, 
management, leasing practices, and other related issues and released an investigative study on 
February 22, 1978. House Study at 5. The House Study's review of the CFTC’s leasing 
practices focused on what was then new office space at the Washington, D.C. headquarters office 
located at 2033 K Street, NW. The CFTC had negotiated and entered into a five-year lease for 
the space with a commercial landlord through a realtor. House Study at 93; O Report to 
Congress: Regulation of the Commodity Futures Markets - What Needs to be Done, at 1 52 May 
17, 1978 (GAO Report) (Attachment B). The lease agreement gave the CFTC the option to 
renew the lease for an additional five years and also stated that the rental payments were subject 
to annual appropriations. GAO Report at 152. At the time, the CFTC had also negotiated leases 
for office space under similar terms and conditions for its regional offices in Chicago, Ktuisas 
City, and New York City. Id. The House Study noted that the CFTC was interpreting its 
contracting and leasing authorities “liberally, maintaining that the authority granted to it permits 
it to make contracts and lease space without going through the General Services Administration 
(GSA) . . Id. at 15. 

On May 17, 1978, the then-U.S. General Accounting Office, now the U.S. Government 
Accountability Office, also issued a report to Congress on various organizational and 
management issues regarding the CFTC. GAO Report. The report discussed the Commission’s 
leasing practices and stated that the GAO concurred with the CFTC’s interpretation that “its 
enabling legislation . . . allow[ed] it to negotiate its own leases of real property without going 
through GSA.” GAO Report at 159. However, the GAO also concluded that because the CFTC 
entered into its leases in advance of appropriations, the agency had violated appropriations laws. 
Id Accordingly, the GAO recommended that Congress rescind the CFTC’s leasing authority 
and give that authority instead to GSA. Id. 

In response to the GAO Report, the CFTC informed the GAO that it was working to 
comply with the reporting and administrative requirements of the Antideficiency Act (ADA) and 
taking other necessary actions. Responses of the CFTC to the Report by the Comptroller 
General "Regulation of the Commodity Futures Markets - What Needs to be Done, " July 14, 

1 978, available in Hearing before the Subcommittee on Agricultural Research and General 
Legislation of the Committee on Agriculture, Nutrition, and Forestry, Oversight on the 
Commodity Futures Trading Commission (Subcommittee Hearing), 96'*' Cong., 2nd Sess., at 121, 
Feb. 21, 1980 (Attachment C). Additionally, the CFTC informed the GAO that no legislative fix 
was necessary for its leasing authority and that the agency “has consistently interpreted 


^ See An Act making appropriations for Agriculture and Related Agencies programs for the fiscal year ending 
SeptemberSO, 1977, and for other purposes, P.L. 94-351, July 12, t916; An Act making appropriations for 
Agriculture and related agencies programs for the fiscal year ending September 30, 1978, and for other purposes, 
P.L. 95-97, Aug. 12, l9n;An Act making appropriations for Agriculture, Rural Development, andRelated 
Agencies programs for the fiscal year ending September 30, 1979, and for other purposes, 9.C95-M8,Oct. 11, 

1 978; An Act making appropriations for Agriculture, Rural Development, and Related Agencies programs for the 
fiscal year ending September 30. 1980, andfor atherpurposes,P.L.96~\08,Nov.9, 1979. 
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[Commodity Exchange Act (CEA)] Section 12(b) as providing express authority to the 
Commission to enter into leases and other contracts, not as exempting the Commission from the 
procurement provisions of Title 41 of the United States Code and the regulations of the GSA 
promulgated thereunder.” Id. The CFTC also noted that it would discontinue the practice of 
entering multiple year leases and that it would seek a delegation of leasing authority from the 
GSA for leases longer than one year. Id. 

The following year, on November 2, 1979, in response to a Commission request, the 
GSA provided the CFTC with a delegation of authority to enter into multiple year leases. Letter 
from R.G. Freeman, III, Administrator, GSA to James M. Stone, Chairman, CFTC, Nov. 2, 1979 
(Attachment D). The delegation from the GSA authorized the CFTC to perform all functions 
pertaining to the leasing of space at the CFTC’s Washington, D.C. location until April 3, 1986. 
Id. at 1. In the delegation, the GSA noted that the CFTC would need either to request a 
legislative fix to continue to enter into multiple leases or work with GSA to obtain needed space 
after the expiration of the delegation in 1 986. Id. 

On February 15, 1 980, in response to a Congressional information request regarding the 
May 17, 1978 GAO Report, the CFTC informed Congress that it received a delegation of 
authority from the GSA Administrator to enter into multiple year leases for the CFTC’s 
Washington, D.C. office and was working to prepare a request to GSA to provide the CFTC with 
the same authority for its regional offices. Enclosure, Item VIII, Letter from Read P. Dunn, Jr., 
Commissioner, CFTC to Honorable Donald W. Stewart, Chairman, Subcommittee on 
Agricultural Research and General Legislation, Committee on Agriculture, Nutrition, and 
Forestry, U.S. Senate, Feb. 15, 1980, available in Subcommittee Hearing at 36.^ 

On November 24, 1980, the Senate Committee on Appropriations proposed changes to 
the CFTC’s leasing language in the agency’s FY 1981 appropriation. Specifically, the Senate 
Committee on Appropriations stated that: 

The Committee believes that the Commission should continue to procure suitable 
office space on its own. Accordingly, the Committee has retained language which 
will allow the Commission to procure office space on its own and provided 
additional language which will allow the Commission to enter into multiple year 
leases . . . However, the Commission must still comply with all of the applicable 
statutory requirements associated with the leasing of Federal office space. Senate 
Committee on Appropriations Report, Agricultural, Rural, Development and 
Related Agencies Appropriations Bill, 1981, S. Rep. No. 96-1030 at 101, Nov. 24, 

1980'' (1980 Senate Report) (emphasis added) (Attachment E). 


’ The CFTC has been unable to locate any records of this subsequent request to GSA or of any additional 
delegations irom GSA in the agency’s files. 

* Please note that page 105 of the 1 980 Senate Report^ which would not contain information pertinent to the 
discussion of the CFTC’s leasing authority, is not currently available in either electronic sources or the agency’s 
library. Additionally, the Senate Library has informed the CFTC’s librarian that it is likely that the omission of page 
105 was intentional. Accordingly, page 105 is not provided in Attachment E, 
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On December 15, 1980, the CFTC received its FY 1981 appropriation, and the 
appropriation contained the following multiple year leasing language: 

For necessary expenses to carryout the provisions of the Commodity Exchange 
Act . . . including the purchase and hire of passenger motor vehicles; the rental of 
space (to include multiple year leasesl in the District of Columbia and elsewhere . 

. .And Act Making Appropriations for Agriculture, Rural Development, and 
Related Agencies Program for the Fiscal Year Ending September 30, 1981, and 
for Other Purposes, P.L. 96-528, Dec. 15, 1980 (emphasis added). 

The underlined language above regarding multiple year leases has been carried forward and 
included in each of the CFTC’s appropriations from FY 1981 to FY 2015. 

On July 7, 1981, in response to an inquiry from the CFTC’s then-General Counsel about 
the agency’s leasing authority under the FY 1981 appropriation,* the GAO’s then-Acting 
General Counsel stated that the GAO “agree[d] that the act grants the Commission multiple year 
leasing authority during fiscal year 1981” and further noted that “this authority will expire with 
the appropriation at the end of the current fiscal year.” Letter from Harry R. Van Cleve, Acting 
General Counsel, GAO to John G. Gaine, General Counsel, CFTC, B-203788, July 7, 1981 
{Letter from Cleve to Gaine) (Attachment F). Additionally, the then-Acting GAO General 
Counsel stated that he “express[ed] no view as to the scope or application of this authority in any 
particular circumstances.” Id 

On October 23, 1993, the CFTC received additional authority from Congress regarding 
rental payments for its leases in the armual appropriations acts. This authority was contained in 
Section 706 of Title VII, Agriculture, Rural Development, Food and Drug Administration, and 
Related Agencies Appropriations Act, 1994, P. L. 103-1 11, Oct. 21, 1993, and provided that 
“funds appropriated for rental payments” to the CFTC and certain other agencies would remain 
available until expended. Id. This authority augmented the CFTC’s existing independent 
authority to enter into certain multiple year leases based on the leasing authority provided to the 
agency in 7 U.S.C. § 16(b)(3) and the multiple year lease authority included in, and carried 
forward by, its annual appropriations. While Congress granted the CFTC this authority from FY 
1994 to FY 2001,® it lapsed after all funds appropriated in FY 2001 to the CFTC for rental 
payments were obligated. 


’ The CFTC has been unable to locate a copy of Mr, Game’s letter to the OAO in the agency’s files. 

‘ Section 706 of Title VII in the AgricuUvre, Rural Development, Food and Drug Administration, and Related 
Agencies Appropriations Act, 1994, P.L. 103-1 1 1, Oct. 21, 1993; Section 705 ofTitle VII in tke Agricultural, Rural 
Development, Food and Drug Administration, and Related Agencies Appropriations Act, 1995, P.L. 103-330, Sept, 
30, 1994; Section 705 ofTitle VII in the Agriculture, Rural Development, Food and Drug Administration, and 
Related Agencies Appropriations Act, 1996, P.L. 104-37, OcL 21, 1995; Section 705 ofTitle VII in the Agriculture, 
Rural Development, Food and Drug Administration, and Related Agencies Appropriations Act, 1997,P.L. 104-180, 
Aug. 6, 1996; Section 705 ofTitle VII in the Agriculture, Rural Development, Food and Drug Administration, and 
Related Agencies Appropriations Act, 1998, P.L. 105-86, Nov. 18, 1997; Section 705 ofTitle VII in the Omnibus 
Consolidated and Emergency Supplemental Appropriations Act, 1999, P.L. 105-277, Oct. 21, i998; Section 705 of 
Title VII in the Agriculture, Rural Development, Food and Drug Administration, and Related Agencies 
Appropriations Act, 2000, P.L. 106-78, Oct. 22, 1999; and Section 705 ofTitle VII in Qte Agriculture, Rural 
D^elopment, Food and Drug Administration, and Related Agencies Appropriations Act. 2001, P.L. 106-387, Oct. 
28,2000. 
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n. Background on Current CFTC Leases: Washington. D.C.. Chicago. New York, and 

Kansas City 

The CFTC has four current operating leases for office space in Washington, D.C., 
Chicago, New York, and Kansas City/ The agency entered into its lease for Washington, D.C. 
office space at 1 155 21st Street, NW with 21st Street Associates, later Lafayette Centre Property 
LLC (D.C. Landlord), on December 30, 1994. Lease Agreement between 1155 21st Street 
Associates and the United States of America, December 30, 1 994 {1994 D. C. Lease). Prior to the 
signing of the lease, on March 4, 1994, the Commission approved the lease via seriatim 
concurrence that noted that the lease was reviewed and approved by the Office of Management 
and Budget (0MB). Memorandum from Joe F. Mink, Director, Office of Administrative 
Services, CiTC to Barbara Pederson Holum, Acting Chairman, CFTC, Mar. 3, 1994, and 
Attached Seriatim Concurrence, Leasing of Office Space, Mar. 4, 1994 (Attachment G). OMB’s 
approval of the CFTC’s proposed lease as an operating lease was documented in an internal 
CFTC memorandum three days after the seriatim concurrence. Memorandum to the File from 
Donald L. Tendick Acting Executive Director, CFTC, Mar. 7, 1994 (Attachment H). 

The initial term of the 1994 D.C. Lease was ten years. 1994 D.C. Lease at 2-3. The 1994 
D.C. Lease contains language regarding both termination and inapplicability of the ADA.* Since 
the initial lease agreement, the CFTC and the D.C. Landlord have entered into thirteen 
amendments and through a 2009 amendment have extended the term of the lease through 
September 30, 2025.’ Other of the amendments have allowed the CFTC to rent additional space 
in the building, receive rental abatements and refurbishment credits, and obtain security guards 
among other items.” 


’ The CFTC previously provided copies to the GAO of all of its current leases, including amendments, for 
Washington D.C., Chicago, New York, and Kansas City in connection with this audit, but will provide additional 
copies upon request. 

* The termination provision in the t994 D.C. Lease provides that the CFTC may terminate the lease with 180 days’ 
notice to Landlord “for the convenience of the Federal Government.., if the statutory mission of the CFTC is no 
longer performed by the CFTC ... or the Government decides not to regulate or monitor the trading of commodity 
futures or options or for any other reason, in the event of a termination of this Lease ... the Federal Government 
shall pay to Landlord an amount equal to the then remaining unamorlized balance (using straight line amortization 
over the Term of the Lease) of the initial $7,466,459 expended by Landlord to enter into the Lease and improve the 
Premises for the benefit of Tenant.” 1 994 D.C. Leoseatyi. 

The ADA language in the 1994 D. C. Lease provides that “Each of the parties to this Lease has a reasonable basis to 
believe that this Lease, consistent with the leasing authority of the CFTC as set out in 7 U.S.C. § 16(b)(3) and 107 
Stat. 1077 (Pub. L. No. 103-111 (10/93), is binding on each of the parties for the entire Term of the Lease in 
accordance with its terms and is not subject to the ADA, 31 U.S.C. 1341. Landlord and Tenant have each reached 
such conclusion independently after consultation with its own outside counsel.” 1994 D.C. Lease at 5 1 . 

® First Amendment to the 1994 D.C. Lease, Jan. 1, 1998; Second Amendment to the 1994 D.C. Lease, Mar. 10, 1998; 
Third Amendment to the 1994 D.C. Lease, Mar. 7, 2003; Fourth Amendment to the 1994 D.C. Lease, Oct. 10, 2008; 
Fifth Amendment to the 1994 D.C. Lease, Aug. 14, 20(^; Sixth Amendment to the 1994 D.C, Lease, Mar. 10, 2010; 
Seventh Amendment to the 1994 D.C. Lease, May 1 1, 2Q\0; Eighth Amendment to the 1994 D.C. Lease, Sept. 21, 
2010; Ninth Amendment to the 1994 D.C. Lease, July 30, 2011; Tenth Amendment to the 1994 D.C. Lease, Aug. 10. 
2012; Eleventh Amendment to the 1994 D.C. Lease, Nov. 25, 2013; Twelfth Amendment to the 1994 D.C. Lease, 
Dec. 16, 2013; and Thirteenth Amendment to the 1994 D.C. Lease, Mar. 26, 2015. 

For example, the CFTC received additional space in the First Amendment. First Amendment to the 1994 D.C. 
Lease at 2. The CFTC received a refurbishment credit in the Fifth Amendment. Fifth Amendment to the 1994 D.C. 
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The CFTC entered into a lease agreement for the New York office space with Brown, 
Brothers, Harriman & Co. (NY Landlord) on November 16, 2001." Lease Agreement between 
Brown, Brothers, Harriman & Co. and the United States of America, Nov. 1 6, 200 1 (2001 NY 
Lease). The term of the 2001 NY Lease was for just over ten years. 2001 NY Lease at 3. 
Additionally, the initial lease contained five one-year options and allowed the CFTC to apply 
rent credit to the first rental payment. 2001 NY Lease at 5, 81 . Since the signing of the original 
lease, the CFTC and the NY Landlord have entered into one amendment to the lease. The 
amendment, dated September 2, 201 1, extended the lease term to April 30, 2022, expanded the 
NY office rental space, and allowed for a tenant credit for space improvements. First 
Amendment to the 2001 NY Lease at 5, 11. 

The CFTC entered into a lease agreement for the Chicago office space with LaSalle Bank 
National Association (Chicago Landlord) on December 12, 2001 . Lease Agreement between 
LaSalle Bank Association and the United States of America, Dec. 12, 2001 (2001 Chicago 
Lease). The CFTC’s initial lease for office space in Chicago was also for a ten-year term, gave 
the CFTC the right to extend the lease for two additional five-year terms and granted the CFTC a 
“Landlord Contribution” to be applied to improvements made to the space by the CFTC. 2001 
Chicago Lease at 7-8, 63. Since then, the CFTC and Chicago Landlord have entered into three 
amendments from September 10, 2002 to August 3, 2009." In the Third Amendment, the CFTC 
extended the Chicago lease to 2022, rented additional space, and received a rental abatement. 
Third Amendment to the 2001 Chicago Lease at 1-4. 

Finally, the CFTC entered into its lease for the Kansas City office space with the Board 
of Trade Building, Inc. (KC Landlord) on September 20, 2010. Lease Agreement between the 
Board of Trade Building, Inc. and the United States of America, Sept. 20, 2010 (2010 Kansas 
City Lease). This ten-year lease includes two five-year options to extend the lease and provides 
for a tenant improvement allowance. 2010 Kansas City Lease at 2-4, 7. Since the initial lease, 
the CFTC and the KC Landlord have entered into two amendments dated September 30, 2010 
and July 21, 201 1 respectively, which have revised the rental payment due date and reduced the 
broker’s fees." The parties also entered into a novation agreement on September 3, 2014. 
Novation Agreement between the Board of Trade Building, Inc. and the United States of 
America, Sept. 3, 2014. 


Lease at 29. The CFTC received security guards in the Tenth Amendment. Tenth Amendment to the 1994 D.C. 
Lease at 2. 

** The CFTC’s prior office space in New York was located at One World Trade Center and was destroyed in the 
9/i 1 terrorist attacks, necessitating an expeditious search for new office space. 

First Amendment to the 2001 Chicago Lease, Sept. 10, 2002; Second Amendment to the 2001 Chicago Lease, Jun. 
30, 2009; and Third Amendment to the 2002 Chicago Lease, Aug. 3, 2009. 

The revised rental payment due date is in the Second Amendment. Second Amendment to the 2010 Kansas City 
Lease, July 2 ! , 20 1 1 at 1 . The reduced broker fees are in the First Amendment. First Amendment to the 2010 
Kansas City Lease, Sept. 30, 2010 at 4. 
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III. Responses to Various Legal Questions Related to the CFTC’s Leases 

1. Generally, an agency may enter into real property leases only if it has statutory 
authority to do so. B-309181, Aug. 17, 2007. Please explain the authority under 
which CFTC entered into the leases for the ofTices in New York, Kansas City, 
Chicago, and Washington. 

The CFTC believes that it has independent authority to enter into certain multiple year 
leases based on the leasing authority provided to the agency in 7 U.S.C. § 16(b)(3) and the 
multiple year lease authority included in, and carried forward by, its aimual appropriations. This 
position is supported by both the historical background regarding these authorities discussed 
above, and reflects basic caimons of statutory construction and interpretation as discussed in 
further detail below. Additionally, from FY 1994 to FY 2001, the CFTC operated under added 
authority to enter into multiple year leases contained in the general provisions of the respective 
appropriations acts.’'' This authority provided that “funds appropriated for rental payments” in 
FY 1994 to FY 2001 would remain available until expended, which allowed CFTC to obligate its 
one-year funds on a no-year basis for rental payments from FY 1994 through FY 2001. 

With regard to the leases for the CFTC’s offices in Washington, D.C., entered into in 
1994, and in New York and Chicago, both entered into in 2001, the CFTC has been unable to 
locate many records other than the leases themselves that set forth the agency’s analysis or 
conclusions regarding its authority to enter into these leases.'^ However, based on the language 
contained in the leases for the Washington, D.C., New York and Chicago offices, their long 
terms, and records that are available,'Mt appears that the agency at the time of entering into the 
leases interpreted its statutory leasing authorities as granting the agency significant discretion 
and flexibility. Additionally, based on a review of available records and conversations with staff 
involved in entering into the Kansas City lease in 2010, it appears that the CFTC relied on its 
past practices and did not reanalyze the scope of the agency’s leasing authorities. 

As discussed above. Congress provided the CFTC with independent leasing authority in 7 
U.S.C. § 16(b)(3). Congress and the GAO supported this view. In the House Study, the 
Subcommittee commented that CEA section 12(b) “appears to grant enabling authority to 


Stipra yn. 6 at 5. 

'* Although the CFTC’s leasing records appear to be incomplete, the agency was able to locate an internal CFTC 
legal memorandum titled “/.easing Authority of the Commission^ and dated March 27, 2001 . (CFTC OGC Memo on 
“Leasing Authority of the Commission”) (Attachment !). This memorandum reviewed and discussed the 
applicability of the ADA to the CFTC’s leases generally. Ultimately, the memo concluded that “we cannot be 
certain that a court or the General Accounting Office would agree” that the Washington D.C. lease was not subject 
to the ADA. Id at I. The CFTC OGC Memo on “Leasing Authority of the Commission” was written before the 
CFTC’s current leases for office space in Chicago, New York and Kansas City were executed. 

"’ The CFTC implemented a new financial management system in 2007 and has provided copies of its FY 2007- 
2015 obligation documents related to lease payments for its Washington, D.C., Chicago, and New York leases in 
Attachments J-L. The agency is in the process of reviewing its records for earlier information about obligations 
recorded for its Washington, D.C., Chicago, and New York leases. The CFTC has also provided copies of its FY 
2012-2015 obligation documents related to lease payments for the Kansas City lease in Attachment M. The CFTC 
will provide updates to the GAO when and if additional information is located. 
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CFTC.”'^ House Study at 101. The GAO similarly commented that the CFTC’s “enabling 
legislation . . . allow[ed] it to negotiate its own lease of real property without going through 
GSA.” GAO Report si 159. Congress later supplemented the agency’s independent leasing 
authority when it granted the agency the express authority to enter into multiple year leases in its 
FY 1981 appropriation. An Act Making Appropriations for Agriculture, Rural Development, and 
Related Agencies Program for the Fiscal Year Ending September 30, 1981, and for Other 
Purposes, P.L. 96-528, Dec. 15, 1980. Congress has continued to provide this multiple year 
leasing authority to the CFTC in each annual appropriation since 1981, including for the current 
fiscal year in the Consolidated and Further Continuing Appropriations Act, 2015, P.L. 1 13-235, 
Dec. 16, 2014. Additionally, as noted above, a general provisions section in each appropriations 
act fi:om FY 1994 to FY 2001 provided the CFTC with the authority to obligate for rental 
payments the one-year funds appropriated for the CFTC’s necessary expenses on a no-year basis. 

As previously noted in the Historical Background above, in describing the reasoning for 
the change in the CFTC’s appropriation in 1981, the Committee on Appropriations stated that: 

[T]he Commission should continue to procure suitable office space on its own . . . 
the Committee has retained language which will allow the Commission to procure 
office space on its own and provided additional language which will allow the 
Commission to enter into multiple year leases . . . However, the Commission 
must still comply with all of the applicable statutory requirements associated with 
the leasing of Federal office space. (1980 Senate Report) (emphasis added). 

This statement makes it clear that the CFTC not only continued to retain its authority to 
independently lease office space, but also gained the authority to enter into multiple year leases 
subject to “applicable statutory requirements.” The GAO recognized the agency’s multiple year 
leasing authority the following year, when the GAO’s then- Acting General Counsel stat^ that 
GAO “agree[d] that the [CFTC’s appropriation] grants the Commission multiple year leasing 
authority during fiscal year 1981.” * Letter from Cleveto Gains at 1. Consistent with this 
legislative history, with Congress’s continued inclusion of the multiple year leasing authority 
through the current fiscal year, and Congress’s authorization to treat one-year funds appropriated 
for rental payments from FY 1994 to FY 2001 as no-year funds, the CFTC has historically been 
and is currently provided with some authority to independently enter into multiple year leases for 
office space.” 


” The House Study qualified this acknowledgement of the CFTC’s independent leasing authority by noting that the 
language in CEA section 12(b) “does not indicate that such authority is granted notwithstanding the provisions of 
any other applicable laws or regulations.” HouseStudyat 101. 

'* While GAO also noted that “this authority will expire with the appropriation at the end of the current fiscal year,” 
Letter from Cteve to Gaine at 1, Congress has included and renew^ this authority every year since 1981 in the 
agency's annual appropriation. 

Additionally, the Federal Acquisition Streamlining Act of 1994 (FASA) provides the CFTC, as well as other 
agencies, with authority to enter into multi-year leases up to five years. 41 U.S.C. § 254(c); Matter of NTSB- 
Application of Section 1072 cf FASA to Real Property Leases, B-316860, Apr. 29, 2009 (Matter ofNTSB). Under 
FASA, agencies with independent leasing authority can enter into leases for up to five years by obligating from 
current fiscal year funds an amount sufficient to cover the cost of the first fiscal year in which the lease was made 
plus the estimated termination costs or all of the agency’s obligations for the full period of the lease. Id. 
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Settled principles of statutory construction and GAO case law further support the CFTC’s 
view today that the Commission has some authority to enter multiple year leases. The language 
in the CFTC’s annual appropriation permitting the CFTC to enter into “multiple year leases” 
must be afforded meaning and the words “multiple year leases” must be given effect. See GAO ’s 
Principles of Appropriation Law Vol. I, Third at 2-87 (“[A]ll words of a statute should be 
given effect, if possible. The theory is that all of the words have meaning since Congress does 
not include unnecessary language, or “surplusage.”); Matter of: Social Security Trust Funds' 
Appropriations, B-261522, Sept. 29, 1995 (The Social Security Act requires the Social Security 
Administration to calculate employee wage data “in accordance with such reports” of wages 
filed by employers with the Internal Revenue Service (IRS). The “such reports” language cannot 
be read as referring only to a particular report that the IRS no longer requires since this would 
render the language meaningless, contrary to established maxims of statutory construction.).^” 

If the CFTC could not currently enter into multiple year leases with its one-year funds, 
then the words “multiple year leases” within the CFTC’s appropriation would be rendered 
meaningless. The CFTC would only be permitted to enter into a one-year lease that expired at 
the end of the fiscal year in which the agreement was initially signed. This result would be 
contrary to the plain language of the appropriation provisions authorizing the CFTC to enter into 
multiple year leases and would also conflict with the express legislative intent of the 
appropriations language. 1980 Senate Report at 101 . The CFTC submits that a reasonable 
interpretation of the authorities provided in 7 U.S.C. § 16(b)(3), read together with its annual 
appropriation, is that Congress authorized the CFTC to enter into multiple year leases and 
waived the application of the bona fide needs rule so as to allow the CFTC to enter into multiple 
year leases and record those obligations against its one-year funds.^' 

In reaching this conclusion, the CFTC distinguishes Letter v. United States, 271 U.S. 204 
(1926). In Letter, an agency entered into a long-term lease for office space with a one-year 
appropriation, and the lease agreement included language stating that lease payments after the 
first year were subject to the availability of future appropriations. Letter, 211 U.S. at 205. The 
Court held that without specific statutory authority a lease to the government for multiple years 
when entered into under an appropriation for a given fiscal year is binding on the government for 
only that year. Id. at 207. Accordingly, the agency in Letter violated the ADA by obligating 
funds in advance and in excess of its appropriated funds. Letter is distinguishable because the 
CFTC, unlike the agency in Letter, has express “multiple year leases” language in its one-year 
appropriation that must be given some effect. 


See also Matter of: Permanency of Limitation on Interstate Commerce Commission's Approval of Railroad 
Branchline Abandonments Contained in 1982 Appropriation Act, B-242142, Mar. 22, 1991; Plant v. Spendthrift 
Farm, Inc.,5\A U.S. 21 1, 216 (1995) (words in a statute will not be treated as “utterly without effect” even if the 
consequence of giving them effect is to render the statute unconstitutional); Ratzlqf v. United States, 5 1 0 U.S. 135, 
140-141 (1994). 

^’As noted above, from FY 1994 to FY 2001, the CFTC operated under added authority to enter into multiple year 
leases contained in the general provisions of the respective appropriations acts. Although this added authority 
lapsed at the end of FY 200 1 , Congress continued to provide the CFTC with the authority to enter into “multiple 
year leases” in the CFTC’s annual appropriations. To give that language any effect, the bona ftde needs rule, 3 1 
U.S.C. § 1501(a)(2)(a), must be waived; otherwise the CFTC’s very recording of a multiple year lease’s obligations 
against its one-year funds would violate the bona fide needs rule. 
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We discuss below a series of GAO decisions that address agencies’ authority to enter into 
multiple year leases, but do not resolve the question presented here about the meaning of the 
CFTC’s aimual appropriation conferring multiple year leasing authority. 

First, in Matter ofFEMA - Authority to Rent Space in D.C., B-1 95260, July 1 1, 1979, 
FEMA asked the GAO whether it could use its no-year appropriated funds to enter into a 
multiple year lease for office space in Washington, D.C. when the Fire Prevention Act provided 
the FEMA director with authority to “purchase, lease or otherwise, acquire . . . any property . . . 
wherever situated.” Id. at 1. The Fire Prevention Act did not expressly provide FEMA with 
authority to enter into multiple year leases, but the GAO concluded that FEMA could use 
appropriated funds to enter into multiple year lease agreements for office space as long as it had 
no-year money and FEMA had sufficient funds to cover the entire lease term. Id. at 2-3. The 
FEMA case is distinguishable because the CFTC annual appropriation specifically provides that 
it has the authority to enter into multiple year leases. Because the CFTC, unlike FEMA, has 
express multiple year leasing authority contained within its annual appropriation, it does not need 
no-year funds to allow it to enter into a multiple year lease.^^ 

Second, in Matter ofNTSB, B-3 16860, Apr. 29, 2009, NTSB asked whether its authority 
to enter into leases included authority to enter into multiple year leases. Similar to FEMA, the 
NTSB’s statutory authority did not provide express authority to enter into multiple year leases. 

Id. at 2. The GAO held that the NTSB could use its lease authority to enter into multiple year 
leases as long as it complied with FASA, 41 U.S.C. § 254(c). Id. at 4. The CFTC’s authorities 
are distinguishable from NTSB’s authorities because the CFTC has both statutory authority to 
lease space and express multiple year leasing authority contained within its annual appropriation, 
authority that was granted more than a decade before FASA was enacted. 

Third and finally. Securities and Exchange Commission - Recording of Obligation for 
Multiple-Year Contract, B-322160, Oct. 3, 201 1 (SEC Decision), is also distinguishable on the 
question whether the CFTC has multiple year leasing authority. In this decision, the SEC, which 
had a no-year appropriation, independent leasing authority and the same multiple year leasing 
language provid^ in its atmual appropriation as the CFTC,^'* entered into a ten-year lease for 
office space. SEC Decision at 2. The SEC requested an interpretation from the GAO on the 
proper amount that the agency was supposed to obligate for its lease. SEC Decision at 1 . The 
GAO found that the SEC violated the recording statute, 3 1 U.S.C. § 1 501(a)(1), when it failed to 


As noted above, from FY 1994 to FY 2001, a general provisions section in each annual appropriations act 
provided the CFTC with the authority to obligate for rental payments the one-year funds appropriated for the 
CFTC’s necessary expenses on a no-year basis. But Congress did not provide no-year funds for the first thirteen 
(13) years that the CFTC possessed multiple year leasing authority or the past fourteen (14) years that it possessed 
such authority. We thus believe it is unsustainable that the CFTC’s multiple year leasing authority could only be 
utilized during that period of eight (8) years as Congress expressly provided multiple year leasing authority language 
to the CFTC in FY 1981 and continues to provide the same authority into FY 2015. 

“ The SEC’S leasing authority, codified at 1 5 U.S.C. §78(d)(bX3) of the Securities Exchange Act of 1 934, as 
amended, provides that “the Commission is authorized to enter directly into leases for real property for ofTice, 
meeting, storage, and such other space as is necessary to cany out its functions, and shall be exempt from any 
General Services Administration space management regulations or directives.” 1 5 U.S.C. §78(d)(bX3). 

The SEC’s annual appropriation provided authority for the agency to expend funds on “the rental of space (to 
include multiple year leases) in the District of Columbia and elsewhere.” SEC Decision at 2-3; see also The 
Financial Services and General Government Appropriations Act, 20J0,P.L. 111-117, Dec. 1 6, 2009. 
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record the entire amount of its ten-year building lease at the time the lease was signed. Id. at 5. 

In so finding, the GAO did not express an opinion on whether the multiple year lease language in 
the SEC’s appropriation provided the agency with express authority to enter into a multiple year 
lease. Instead, the GAO relied upon the SEC’s general statutory leasing authority, the fact that 
the SEC had no-year funds, and prior GAO decisions to conclude that the SEC had authority to 
enter into multiple year leases. Id. at 3. However, as noted above, the GAO has previously 
“agree[d] that the [CFTC’s appropriation] grants the Commission multiple year leasing 
authority.” Letter from Cteve to Gaine at 1. It is the CFTC’s position that the CFTC’s multiple 
year leasing authority in its annual appropriation must be given effect such that the agency did 
not need to have no-year money to enter into its current multiple year leases. 

In sum, because of the passage of time, the CFTC caimot definitively reconstruct the 
agency’s legal analysis supporting entry into the Washington, D.C. and other regional offices 
leases. It appears that the agency believed in good-faith that it had legal authority to enter into 
those leases based on 7 U.S.C. § 16(b)(3), the annual appropriation language authorizing the 
agency to use fimds for multiple year leases, and, for the period of FY 1994 to FY 2001, the 
general provisions in the respective appropriations acts making “fimds appropriated for rental 
payments” available until expended. Based on our review of the CFTC’s legal authorities and 
GAO case law, however, the CFTC does not view the agency’s leasing authorities as expansively 
today. Although we would appreciate the GAO’s opinion on these matters, as discussed above, 
we interpret the language in 7 U.S.C. § 16(b)(3) and the CFTC’s annual appropriation as 
providing the agency with some authority to enter into multiple year leases.^^ Consistent with 
this interpretation, the CFTC believes that application of the bona fide needs rule was waived by 
Congress so as to allow the CFTC to enter into multiple year leases and record those obligations 
against its one-year funds. As explained further below, however, the CFTC does not believe that 
its multiple year leasing authority renders the ADA, 31 U.S.C. § 1341, in^plicable, and the 
ageneyedsohasanobligationtocomply with the recording statute, 31 U.S.C. § 1501(a)(1), when 
entering into its leases in Washington, D.C., Chicago, New York, and Kansas City. 


Additionally, the CFTC notes the following new requirement in Section 618 of Division E of Title VI of 
the Consolidated and Further Continuing Appropriations Act, 2015, P. L. 1 1 3-235: 

(a) (!) Notwithstanding any other provision of law, an Executive agency covered by this Act 
otherwise authorized to enter into contracts for either leases or the construction or alteration of real 
property for ofRce, meeting, storage, or other space roust consult with the Genera! Services 
Administration before issuing a solicitation for offers of new leases or construction contracts, and 
in the case of succeeding leases, before entering into negotiations with the current lessor. 

(2) Any such agency with authority to enter into an emergency lease may do so during any period 
declared by the President to require emergency leasing authority with respect to such agency. 

(b) For purposes of this section, the term “Executive agency covered by this Act” means any 
Executive agency provided funds by this Act, but does not include the General Services 
Administration or the United States Postal Service. 
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2. Unless an agency has statutory authority otherwise, the recording statute, 31 U.S.C. 
§ 1501 (a)(1), requires it to record an obligation for the government's total liability 
when it enters into a contract. B-322160, Oct. 3, 2011. Please explain (a) the total 
obligation that CFTC recorded when it entered into the leases presently in effect in 
New York, Kansas City, Chicago, and Washington, and (b) whether the amount so 
recorded was consistent with the requirements of the recording statute or with any 
statutory exception that CFTC may have. For each obligation that CFTC recorded, 
please cite the legal provisions that provided the underlying budget authority. 

As noted in the question above, the recording statute, 31 U.S.C. § 1501(a)(1), requires an 
agency to record an obligation for the government's total liability when it enters into a contract. 
When entering into a multiple year lease, an agency is generally required to obligate the entire 
amount of the lease for the full lease term when the contract is signed. SEC Decision at 4; 

Matter of FEMA- Authority to Rent Space in D.C., B-\9S260, July 11, 1979, at 4. Wehavenot 
found a statutory exception that would permit the CFTC to record obligations in a marmer 
contrary to 31 U.S.C. § 1501(a)(1). 

With regard to the leases for the CFTC’s offices in Washington, D.C., entered into in 
1994, and for Chicago and New York, both entered into in 2001, the CFTC has been unable to 
locate obligation records or other documents identifying the obligations that were recorded at the 
time the leases were entered into by the agency. However, the CFTC has provided a copy of 
available obligating documents related to lease payments made under each of its current leases in 
Washington, D.C., Chicago, New York, and Kansas City in Attachments J-M.“ The available 
obligation documents appear to establish a practice of obligating the funds needed to cover rental 
payments for each of these leases on a fiscal year basis.^^ This appears to indicate that the CFTC 
did not obligate sufficient funds to cover the entire term of the leases for Washington, D.C., 
Chicago and New York office space when the agency in 1994 and 2001 entered into the leases 
presently in effect. This is inconsistent with the requirements of 31 U.S.C. § 1501(a)(1) and the 
GAO’s opinion in the SEC Decision. 

While the CFTC has been unable to locate the obligation documents from 1994 to 2001 
when it entered into the leases for Washington, D.C., Chicago and New York, the agency does 
have records of the obligations recorded when the agency entered into the lease presently in 
effect for its Kansas City office space on September 20, 2010. See Attachment M. When the 
CFTC entered into the 2010 Kansas City Lease, the total rent due for the ten-year lease term was 
approximately $5.3 million.^* Based on the CFTC’s review of its available obligation documents 
for the 2010 Kansas City Lease, the agency similarly did not obligate the entire amount owed for 
the full lease term when the agency entered into the lease with the KC Landlord. Instead, the 


^ Supra fn. 16 at 8. 

^ Please see Attachments J-L for available obligation documents for the Washington, D.C., Chicago, and New York 
leases from 2007-2015. 

“ The 2010 Kansas City Lease was a ten-year lease that included two five-year options to extend the lease and 
allowed for a tenant improvement allowance. Since the 2010 Kansas City Lease, the CFTC and the KC Landlord 
have also entered into two amendments to the lease, dated September 30, 2010 and July 21, 201 1, which have 
revised the rental payment due date and reduced the broker’s fees. The parties also entered into a novation 
agreement on September 3, 2014. Under the terms of the 2010 Kansas City Lease, no rent accrued until October 15, 
201 1, and rental payments varied from $42,633.50 per month to $50,754.17 per month throughout the lease term. 
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agency obligated the funds needed to cover rental payments under the 2010 Kansas City Lease 
on a fiscal year basis. As with the leases for the Washington, D.C., Chicago and New York 
office space, this is inconsistent with the requirements of 31 U.S.C. § 1501(a)(1) and the GAO’s 
opinion in the SEC Decision. 

As requested, below are the total obligations as recorded by the CFTC in available 
obligation documents for the 2010 Kansas City Lease along with the corresponding underlying 
budget authorities for all CFTC leases from FY 2010 to present: 

• In FY 2010, the CFTC obligated no funds for the 2010 Kansas City Lease. The 
CFTC’s underlying budget authority for FY 2010 is found in 7 U.S.C. § 16(b)(3) 
and the Legislative Branch Appropriations Act, 201 0, P.L. 1 1 1 -68, Oct, 1 , 2009 
and the Agriculture, Rural Development, Food and Drug Administration, and 
Related Agencies Appropriations Act, 2010, P.L. 1 1 1-80, Oct. 21, 2009. 

• In FY 201 1, the CFTC obligated no fimds^* to support the 2010 Kansas City 
Lease. The CFTC’s underlying budget authority for FY 201 1 is found in 7 U.S.C. 
§ 16(b)(3) and the Continuing Appropriations Act, 2011, P.L. 111-242, Sept. 30, 
2010; Making further continuing appropriations for fiscal year 2011, and for 
other purposes, P.L. 1 11-290, Dec. 4, 2010; Making further continuing 
appropriations for fiscal year 2011, and for other purposes, P.L. 111-317, Dec. 

18, 2010; Continuing Appropriations and Surface Transportation Extensions Act, 
2011, P.L. 1 11-322, Dec. 22, 2010; Further Continuing Appropriations 
Amendments, 2011, P.L. 112-4, Mar. 2, 20\\; Additional Continuing 
Appropriations Amendments, 2011, P.L. 112-6, Mar. 18, 20\\; Further Additional 
Continuing Appropriations Amendments, 2011, P.L. 112-8, Apr. 9, 201 1; and the 
Department of Defense and Full-Year Continuing Appropriations Act, 2011, P. L. 
112-10, Apr. 15,2011. 

• In FY 2012, the CFTC obligated $479,560.83 amount to support the 2010 Kansas 
City Lease. The CFTC’s underlying budget authority for FY 201 2 is found in 7 
U.S.C. § 16(b)(3) and the Continuing Appropriations Act, 2012, P.L. 1 12-33, 

Sept. 30, 201 1; Continuing Appropriations Act, 2012, P.L. 1 12-36, Oct. 5, 201 1; 
Consolidated and Further Continuing Appropriations Act, 2012, P.L. 112-55, 
Nov. 1 8, 20 1 1 ; and the Consolidated Appropriations Act, 2012, P.L. 1 1 2-74, Dec. 
23,2011. 

• In FY 2013, the CFTC obligated $450,678.46 amount to support the 2010 Kansas 
City Lease. The CFTC’s underlying budget authority for FY 2013 is found in 7 
U.S.C. § 16(bX3) and the Continuing Appropriations Resolution, 2013, P.L. 112- 
175, Sept. 28, 2012, and the Consolidated and Further Continuing Appropriations 
Act, 2013, P.L. 113-6, Mar. 26, 2013. 

• In FY 2014, the CFTC obligated $443,166.64 amount to support the 2010 Kansas 
City Lease. The CFTC’s underlying budget authority for FY 2014 is found in 7 
U.S.C. § 1 6(b)(3) and the Continuing Appropriations Act, 2014, P.L. 1 13-46, Oct. 


” As reOected in fn. 28, the first rental payment under the 2010 Kansas City Lease was due on October 1 5, 20 ! 1 . 
Therefore, no rental payments were due in FY 2011, even though the 20/0 Kansas City Lease was entered into in 
FY 2010. 
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17, 2013 and The Consolidated Appropriations Act, 2014, P.L. 113-76, Jan. 17, 
2014. 

• In FY 2015, the CFTC obligated $578,155.00 amount to support the 2010 Kansas 
City Lease. The CFTC’s underlying budget authority for FY 2015 is found in 7 
U.S.C, § 16(b)(3) and the Continuing Appropriations Resolution, 2015, P.L. 113- 
164, Sept. 19, 2014, the Continuing Appropriations Resolution, 2015, , P.L. 1 13- 

202, Dec. 12, 2014, the Continuing Appropriations Resolution, 2015, P.L. 1 13- 

203, Dec. 13, 2014, and the Consolidated and Further Continuing Appropriations 
Act, 2075, P.L. 11 3-235, Dec. 16,2014. 

As noted above, the obligations for the Kansas City lease in Attachment M and those 
reflected in Attachments J-L for the Washington, D.C., Chicago, and New York leases, are not 
consistent with the requirements of 31 U.S.C. § 1501(a)(1). The CFTC believes that the agency 
should have recorded the entire cost of the respective leases in Washington, D.C., Chicago, New 
York, and Kansas City when it entered into leases for its office space in those locations. The 
CFTC appreciates that the GAO has brought this concern to the agency’s attention and 
respectfiilly requests guidance from the GAO on the best way to address the agency’s recording 
of its leases. The CFTC has also sought guidance from 0MB on this matter and would 
appreciate the opportunity to discuss with the GAO the changes needed to ensure compliance 
with all applicable fiscal and appropriations laws going forward. The CFTC looks forward to 
discussing this matter further at the GAO’s earliest convenience. 


In addition to the budget authorities provided above for FY 2010-2015 for office space in Kansas City, which also 
provide budget authority for the CFTC’s leases for office space in Washington, D.C., Chicago and New York, the 
CFTC*s budget authorities for all leases in effect from FY 1994 to 2009 are contained in 7 U.S.C. § 16(b)(3) and in 
the following: Omnibus Appropriations Act, 2009, P.L. 1 1 1-8, Mar. 1 1, 2009; FY 2008 Is contained in the 
Consolidated Appropriations Act, 2008, P.L. 1 10-161, Dec. 26, 2007; FY 2007 is contained in a series of 
continuing resolutions in the Continuing Appropriations Resolution, 2007, P.L. 1 09-289, Sept. 29, 2006, Continuing 
Appropriations Resolution, 2007, P. L. 109-369, Nov. 17, 2006, Continuing Appropriations Resolution, 2007, P.L. 
109-383, Dec. 9, 2006, and Revised Continuing Appropriations Resolution, 2007, P. L. 1 10-5, Feb 15, 2007; FY 
2006 is contained in the Agriculture, Rural Development, Food and Drug A dministration, and Related Agencies 
Appropriations Act, 2006, P.L. 1 09-97, Nov. 1 0, 2005; FY 2005 is contained in the Consolidated Appropriations 
Act, 2005, P.L. 108-447, Dec. 8, 2004; FY 2004 is contained in the Consolidated Appropriations Act, 2004, P.L. 
108-199, Jan 23, 2004; FY 2003 is contained in the Consolidated Appropriations Resolution, 2003, PX. 108-7, Feb. 
20, 2003; FY 2002 is contained in the Agriculture, Rural Development, Food and Drug Administration, and 
Related Agencies Appropriations Act, 2002, P.L. 107-76, Nov. 28, 2001; FY 2001 Is contained in the Agriculture, 
Rural Development, Food and Drug Administration, and Related Agencies Appropriations Act, 2001, P.L. 106-387, 
Oct 28, 2000; FY 2000 is contained in the Agriadture, Rural Development. Food and Drug Administration, and 
Related Agencies Appropriations Act, 2000, P.L. 1 06-78, Oct. 22, 1 999; FY 1 999 is contained in the Omnibus 
Consoiidated and Emergency Supplemental Appropriations Act, 1999, PX. 105-277, Oct. 21, 1998; FY 1998 is 
contained in the /4gr/cM//Mre, Rural Development, Food and Drug Administration, and Related Agencies 
Appropriations Act, 1998, P.L. 105-86, Nov. 18, 1997; FY 1997 is contained in the /4gr/cu//i/re. Rural Development, 
Food and Drug Administration, and Related Agencies Appropriations Act, 1997, P.L. 104-180, Aug. 6, 1996; FY 
1996 is contained in the Agriculture, Rural Development, Food and Drug Administration, and Related Agencies 
Appropriations Act. 1996, P.L. 104-37, Oct. 21, 1995; FY 1995 is contained in the Agyicultxtre. Rural Development, 
Food and Drug Administration, and Related Agencies Af^ropriations Act, 1995, P.L. 103-330, Sept. 30, 1994; FY 
1994 is contained in the Agriculture. Rural Development, Food and Drug Administration, and Related Agencies 
Appropriations Act, 1994, P.L. 103-1 1 1, Oct, 21, 1993. 
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3. An appropriation limited for obligation to a definite period is available only for 
payment of expenses properly incnired during the period of availability. 31 U.S.C. 
1502(a). Generally, rent payments for a fiseal year do not constitute a bona fide 
need for the previous fiseal year. B-207215, Mar. 1, 1983. Please explain whether 
CFTC’s obligations for the New York, Kansas City, Chicago, and Washington 
leases were consistent with the bona fide needs rule. 

Since FY 1981, with the exception of certain periods from FY 201 1 to FY 2013 when the 
agency received appropriations of more than one-year funds from Congress,^' the CFTC has 
received an annual appropriation from Congress providing one-year funds to cover the necessary 
expenses of the agency along with the express authority to enter into multiple year leases. 
Additionally, from FY 1994 to FY 2001, a general provisions section in each annua! 
appropriations act provided the CFTC with the authority to obligate for rental payments the one- 
year ^ds appropriated for the CFTC’s necessary expenses on a no-year basis.^^ The CFTC is 
aware that it is a fundamental principle of appropriations law that appropriated amounts are 
limited for obligation to a definite period and are available only for payment of expenses 
properly incurred during that period of availability. 31 U.S.C. § 1502(a).^^ Simply stated, an 
appropriation is not available for the needs of a future year unless expressly authorized by law. 
See Matter of: National Park Foundation, B-20721 5, Mar. 1 , 1 983 (while not objecting to the 
National Park Service paying advance rent in this instance, the GAO stated that the lease should 
be revised so that it runs concurrently with the federal fiscal year and explained that the 
reasoning for this determination is the bona fide needs rule, 31 U.S.C. 1502(a)). See also. Matter 
of: Federal Aviation Administration — Appropriations Availability — Payment of Attorney's Fees, 
B- 257061, July 19, 1995 (holding that the FAA was required to use its annual appropriation at 
time of award to pay attorney's fees resulting from a discrimination complaint). 

After reviewing the available obligating documents for lease payments made from 2007 
to 201 5 for the CFTC’s current leases in Washington, D.C., Chicago, New York, and Kansas 
City, it appears that the obligations reflected in these documents were consistent with the bona 
fide needs rule as set forth in 3 1 U.S.C. § 1502(a). The CFTC is continuing to review records 


See Continuing Appropriations Act, 20tt, P.L. ! 1 1-242, Sept. 30,2010; Making/urther continuing 
appropriations for fiscal year 201 !, and for other purposesy P.L. 111-290, Dec. 4, Making further continuing 
appropriations for fiscal year 701 1, and for other purposes,^. L. 111-317, Dec. \Zy20\0\ Continuing 
Appropriations and Surface Transportation Extensions Act. 2011, P.L. 1 1 1-322, Dec. 22, 2010; Further Continuing 
Appropriations Amendments, 2011, P.L. 1 12-4, Mar. 2,201 X , Additional Continuing Appropriations Amendments, 
2011, ¥.L. 112-6, Mar. X9,20[\; Further Additional Continuing Appropriations Amendments, 20//, P.L. 112-8, 
Apr. 9, 201 1; Department of Defense and Full Year Continuing Appropriation Act, P.L. 112-10, Apr. 15, 201 1; 
Continuing Appropriations Act. 2012, P.L. 1 12-33, Sept. 30, 20\]; Continuing Appropriations Act, 2012, P.L. 1 12- 
36, Oct. 5, 2011; the Consolidated and Further Continuing Appropriation Act of 2012, P.L. 112-55, Nov. 18, 201 1; 
Consolidated Appropriations Act, 2012, P.L. 1 12-74, Dec. 23, 201 \ ; Continuing Appropriations Resolution, 2013, 
P.L. 1 12-175, ^pt. 28, 2012, and the Consolidated and Further Continuing Appropriations Act, 2013, P.L. 1 13-6, 
Mar. 26, 2013. 

Supra fn. 6 at 5. 

” 31 U.S.C. § 1502(a) provides; “The balance of an appropriation or fund limited for obligation to a definite period 
is available only for payment of expenses properly incurred during the period of availability or to complete contracts 
properly made within that period of availability and obligated consistent with section 1501 of this title. However, the 
appropriation or fund is not available for expenditure for a period beyond the pericxj otherwise authorized by law.” 

31 U.S.C. § 1502(a). 
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related to its obligating documents for lease payments and, if there are any records that require 
revising the response to this question, the agency will supplement this response in the future. 
Consequently, with regard to the obligating documents for lease payments it has on hand, the 
CFTC respectfully submits that it complied with the requirements of the bona fide needs rule by 
obligating aiuiual appropriations for rental payments for its four leases only during the 
corresponding fisc^ year in which the obligation arose.^'* 

4. The Washington lease states that it is "not subject to the Antideficiency Act, 31 
U.S.C. § 1341." Lease Agreement between 1155 21st Street Associates and the 
United States of America, Dec. 30, 1994, at 151. Please explain the meaning of this 
statement and its legai basis. 

The CFTC has found limited records about the agency’s decision to enter into the 1994 
D.C. Lease, and none of those contemporaneous records provide analysis about the statement in 
the 1994 D.C. Lease that: 

Each of the parties to this Lease has a reasonable basis to believe that this Lease, 
consistent with the leasing authority of the CFTC as set out in 7 U.S.C. § 16(b) 

(3) and 107 Stat. 1077 (Pub. L. No. 103-1 1 1 (10/93), is binding on each of the 
parties for the entire Term of the Lease in accordance with its terms and is not 
subject to the ADA, 31 U.S.C. 1341. Landlord and Tenant have each reached such 
conclusion independently after consultation with its own outside counsel. 1994 
D.C. Lease at 51. 

Consequently, the CFTC is unable to provide the GAO with contemporaneous information about 
the agency’s interpretation of this language, or the legal basis upon which it relied to support the 
inclusion of this language in the 1994 D.C. Lease. We note further that the lease also provided 
that if the CFTC and the D.C. Landlord were incorrect in their conclusion that the 1994 D.C. 
Lease is “not subject to the Antideficiency Act,” then the provisions of FAR 52.232-18 would 
apply.^* FAR 52.232- 1 8 is a contract clause that notes that obligation payments under a contract 


” While we note that the agency’s actual obligations for the Washington, D.C., Chicago, New York, and Kansas 
City leases appear to have complied with the bona fide needs ru!e» as discussed above, the agency believes that 
Congress provided a waiver of the bona fide needs rule thnnigh the combination of the multiple year leasing 
language in the agency’s annual appropriation and the provision of only one-year funds (in twenty-seven (27) of the 
past thirty-five (35) years) to cover necessary expenses, including leases. Otherwise, had the CFTC followed the 
recording rule requiring that the full amount of the lease obligation be recorded in the first year of the obligation, It 
would have automatically violated the bona fide needs rule when it entered the Chicago, New York, and Kansas 
City leases because the agency had only one-year funds at the time those leases were executed. 

Please note that when the CFTC entered into the 1994 D.C. lease on December 30, 1994. the agency had the ability 
to obligate the one-year funds apprc^riated to the agency in FY 1995 for rental payments on a no-year basis. 
Nevertheless, it is the CFTC’s understanding that had the CFTC recorded the full amount of the f 994 D.C. Lease, it 
would have either exceeded the annual appropriation for the agency in FY 1995, or required the agency to 
significantly curtail operations. Further, as discussed in Question 2 above, the CFTC has been unable to locate 
obligation records or other documents identifying the obligations that were recorded at the time this lease was 
entered Into by the agency. However, the available obligation documents appear to establish a practice of obligating 
the funds needed to cover rental payments for the 1994 D.C. Lease on a fiscal year basis. 

” Specifically, the Washington, D.C. lease provides: “The foregoing notwithstanding, to the extent (1) required by 
applicable Federal legal requirements or (2) in the event that Tenant is required to allocate or attribute for budgetary 
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are contingent on an agency having available appropriations.^* This clause reflects the 
requirements of the ADA, 31 U.S.C. § 1341, wiiich directs that an agency cannot make 
obligations in advance of an appropriation. By expressly incorporating FAR 52.232-18, if it 
were determined at a later point that the ADA applied to the lease, then rental obligation 
payments would be conditioned on the CFTC having available appropriations. The terms of the 
1994 D.C. Lease thus reflect that the CFTC and the D.C. Landlord contemplated that it was 
possible that their determination that the ADA did not apply could potentially be found to be 
incorrect, and they took steps to draft alternative language to address that possibility. 

This apparent lack of certainty on whether the ADA applied to the CFTC’s leases 
continued after 1994 as evidenced by inclusions of “availability of appropriations clauses” in 
each of its subsequent leases in New York, Chicago, and Kansas City. Exhibit C to the 2001 NY 
Lease, at 34 , 2001 Chicago Lease at 63, and 2010 Kansas City Lease at 23. The 2001 New York 
Lease specifically incorporates FAR Clause FAR 52.232-1 8. Exhibit C to the 2001 NY Lease, at 
34. While the Chicago lease does not specifically cite to FAR 52.232-18, it contains the exact 
same language as the 2001 NY Lease in Section 26.37 of the 2001 Chicago Lease. 2001 Chicago 
Lease at 63. Finally, Section 8.13 of the Kansas City lease provides language which is similar to 
FAR 52.232-18. 2010 Kansas City Lease at 23. Placing an availability of funds clause into a 
government building lease operates to protect the U.S. Government against claims from the 
landlord for rental payments in the event that appropriations are not available to cover the costs 
of the lease. 

In addition, while the agency is still engaged in the process of locating and reviewing 
records related to leasing, a 2001 internal CFTC memorandum about the CFTC’s leasing 
authority (see footnote 1 5 at 8) analyzed whether the ADA applies to the CFTC’s leases and 
concluded that the ADA language in the 1994 D.C. Lease would “probably be lawful and avoid 
potential [ADA] risks if incorporated in future leases,” but then noted that the inclusion of such 
language “might also create ambiguities of interpretation.” CFTC OGC Memo on “Leasing 
Authority of the Commission” at 5. The memorandum further explained that “we cannot be 
certain that a court or the General Accounting Office would agree” that the CFTC’s leases are 
not subject to the ADA, id at 1 , and ultimately recommended “against relying on” the position 
that the ADA does not apply to CFTC’s leases. Id. at 4. While the memorandum discusses the 
possibility of reaching out for a GAO opinion on the issue, the CFTC could not locate any record 
that such an opinion was requested. Concerning the timing of this memorandum, we note that 
the Chicago and New York lease agreements were signed later in 2001 and did not contain 
language stating that the ADA was inapplicable. 

Concerns regarding the meaning of such language continued to be raised in connection 
with negotiations on the Fifth Amendment to the 1994 D.C. Lease in 2009. See Memorandum 


or accounting reasons, funds [greater than the annual rent] ... then provisions of FAR 52-232. 1 8 shall be deemed 
incorporated herein.” 1994 D.C. Lease at 51. 

“ FAR 52.232-18 provides as follows: “Availability of Funds” provides “Funds are not presently available for this 
contract. The Government’s obligation under this contract is contingent upon the availability of appropriated funds 
from which payment for contract purposes can be made. No legal liability on the part of the Government for any 
payment may arise until funds are made available to the Contracting Officer for this contract and until the 
Contractor receives notice of such availability, to be confirmed in writing by the Contracting Officer." 48 C.F.R. 
§52.232-18. 


18 




79 


from Neil Levy, Slavis Studley, to Steve Grossman, ‘‘Termination and Appropriations, ” July 27, 
2009 (Attachment N).^’ This memorandum, stated that “it appears that in entering the [1994 DC 
Lease], the Commission determined that it was necessary and appropriate to enter into a lease in 
advance of appropriations, and by virtue of 7 U.S.C. § 16(b)(3), it has the authority to do so.” Id. 
at 2. The memorandum further noted that it is a “fair but not definitive reading of 7 U.S.C. § 
16(b)(3)” that the CFTC has the same authorities as the Administrator of GSA. Id. The 
memorandum also noted that in the event that the interpretation was incorrect the lease would 
still be subject to the availability of funds clause found in FAR 52-232.18. Id. Additionally, the 
memorandum observed that “[sjince authority in advance of appropriations is not the only 
possible conclusion, the [1994 D.C. Lease] followed the belts and suspenders approach so as to 
not get CFTC caught with its pants down.” Id. While this memoiandum does not reflect the 
legal conclusions of the agency, it does provide contemporaneous evidence that questions about 
whether the ADA applied to the CFTC’s leases were still open in 2009 at the time of the Fifth 
Amendment to the 1994 D. C. Lease. 

It is the CFTC’s present view that the requirements of the ADA ate not waived by the 
leasing authority provided to the agency in 7 U.S.C. § 16(b)(3) and the multiple year lease 
authority included in, and carried forward by its armual appropriation each year since F Y 1 98 1 . 
Therefore, the CFTC believes that the ADA applies to the CFTC’s current leases. 

5. An amendment to the Washington lease provided that, under certain circumstances, 
CFTC may be required to pay an "Appropriations Termination Payment." Fifth 
Amendment to Lease Agreement between Lafayette Centre Property and the United 
States of America, Aug. 14, 2009, at 24. An agreement that binds an agency to pay 
particular termination costs may create a legal liability that must be recorded. B- 
238581, Oct. 31, 1990; B-320091, July 23, 2010. Please state CFTC's views on 
whether this contract clause created a legal liability. If a legal liability did arise, 
please (a) state the amount (if any) of any corresponding obligation that CFTC 
recorded, and (b) cite the legal provisions that provided the underlying budget 
authority. 

The recording statute, 3 1 U.S.C. § 1 501(aXl), requires an agency to record an obligation 
for the government’s total liability when it enters into a contract. Section 15, “Termination by 
Tenant for Lack of Appropriations,” of the Fifth Amendment to the 1994 D.C. Lease, commits 
the agency to pay certain termination costs. It is well settled under the GAO opinions that you 
have referenced in Question 5 that federal agencies are required to record termination costs as 
obligations against their respective appropriation. Fifth Amendment to the 1994 D. C. Lease at 
24-25. 


In addition to these GAO opinions, 0MB has issued similar guidance stating that lease 
termination costs should be recorded as an obligation against an agency’s appropriation. 
Specifically, OMB Circular A-I I, Appendix B, at 2, requires federal agencies to record: 


” Please note that Mr. Levy, employed by the CFTC’s then-real estate broker, was not retained as counsel to the 
agency and therefore was not in a position to provide legal advice to CFTC staff. 
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the estimated total payments expected to arise under the full term of the contract 
or, if the contract includes a cancellation clause, an amount sufficient to cover the 
lease payments for the first year plus an amount sufficient to cover the costs 
associated with cancellation of the contract. For each subsequent year, sufficient 
budget authority is required to be obligated to cover the annual lease payment for 
that year plus any additional cancellation costs. 0MB Circular A-Jl, Appendix B, 
at 2. 

In reviewing the “Termination by Tenant for Lack of Appropriations” provision of the 
Fifth Amendment to the 1994 D.C. Lease, it is the CFTC’s conclusion that the contract clause 
created a legal liability, which was required to be recorded when the document was executed. 
Fifth Amendment to the 1994 D.C. Lease, at 24-25. In reviewing the available obligating 
documents, included in Attachment J, it is apparent that the agency did not record the 
termination costs as required. If the agency had properly recorded the termination payments, the 
CFTC’s underlying budgetary authority to enter into the leases and to record obligations arising 
under the leases, such as termination payments, would come from three sources. First, CEA 
section 12(b)(3) provides the CFTC with authority to enter into contracts for “the rental of 
necessary space at the seat of Government and elsewhere.” 7 U.S.C. §16(b)(3). Second, since 
FY 1981, the CFTC’s aimual appropriation has provided it with authority to enter into multiple 
year leases. See e.g.. An Act making appropriations for Agriculture, Rural Development, and 
Related Agencies programs for fiscal year ending September 30, 1981, and for other purposes, 
P.L. 96-529, Dec. 15, 1980, and the Consolidated and Further Continuing Appropriation Act of 
2015, P.L. 1 13-235, Dec. 14, 2014. Third, a general provisions section in each of the CFTC’s 
appropriations acts from FY 1994 to FY 2001 provided the agency with the authority to obligate 
for rental payments the one-year funds appropriated for the CFTC’s necessary expenses on a no- 
year basis.^* 

The CFTC believes that the agency should have recorded termination payments under the 
Fifth Amendment to the 1994 D.C. Lease. The CFTC appreciates that the GAO has brought 
this issue to the agency’s attention. The CFTC requests the opportunity to discuss this matter 


Supra fn. 6 at 5. 

Section 1 1.6 of the 2001 Chicago Lease contains a clause entitled “Tenant’s Termination Right.” 2001 Chicago 
Lease at 25. This clause concerns the tenant’s right to terminate the lease in case of damage or destruction of the 
property. Id. This is materially different than the “Termination by Tenant for Lack of Appropriations” provision of 
the Fifth Amendment to the 1994 D.C. Lease. Fifth Amendment to the 1994 D.C. Lease, at 24-25. Section ! 1 .6 of 
the 2001 Chicago Lease only provides the CFTC with the right to terminate the lease under very specific 
circumstances, rather than at the agency’s discretion. Cf. Fifth Amendment to the 1994 D C. Lease, at 24- 
25. Additionally, neither the 2001 NY Lease nor the 2010 Kansas City Lease contain a specific tenant termination 
provision requiring payment of a termination fee. However, Section 8 of the 2001 NY Lease does provide remedies 
in the case of a default by the agency. 2001 NY Lease at 41-44. Section 7 of the 2010 Kansas City Lease also 
contains a remedy for default section, although the remedies are more circumscribed than in the New York 
lease. 2010 Kansas City Lease at 19-20; eft 2001 NY Lease at 41-44. These provisions are, again, materially 
different from “Termination by Tenant for Lack of Appropriations” provision of the Fifth Amendment to the 1994 
D.C. Lease. Fifth Amendment to the 1994 D.C. Lease, at 24-25. Based on the difference in the nature and wording 
of the provisions, there does not appear to be a requirement for the CFTC to have recorded termination or defrult 
obligations under the 2001 Chicago Lease, 2001 NY Lease, or 2010 Kansas City Lease. 
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further at your earliest convenience so as to determine the best way for the agency to correct any 
past mistakes and to ensure full compliance with applicable laws. 

6. An amendment to the Washington lease provides that the landlord will make 

particular cash allowances available to CFTC. Fifth Amendment to Lease Agreement 
Between Lafayette Centre Property and the United States of America, Aug. 14, 2009, 

§ 2.2, at 24.^° Please state CFTC's view on whether these provisions are consistent 
with the rule against augmentation and 31 U.S.C. § 3302(b). 

The CFTC is currently engaged in the collection and review of agency records related to 
the cash allowances provided in the J994 D.C. Lease. Because the agency’s view on whether 
these provisions are consistent with the rule against augmentation and 3 1 U.S.C. § 3302(b) will 
need to take into account the various goods and services that were provided by the landlord 
under the cash allowances, the CFTC is unable to respond to this question at this time. The 
CFTC will provide a response to this question as soon as addition^ records regarding the 
services and items acquired under the cash allowances have been located and reviewed. 

In closing, the CFTC would like to reiterate its appreciation that the GAO raised these 
questions, with respect to leasing decisions made by the agency in earlier years. We would like 
to meet with you and your staff to discuss the best way to address these issues and ensure that the 
agency is in compliance with all applicable laws. The CFTC would appreciate discussing these 
matters further at the GAO’s earliest convenience. Please do not hesitate to contact us with any 
questions or if we can be of further assistance as you consider the CFTC’s practice of recording 
obligations under its leases in Washington, D.C., Chicago, New York, and Kansas City, and the 
various legal issues arising under these leases. 


Sincerely, 


Jonathan L. Marcus 
General Counsel 


The question cites to page 24 of the Fifth Amendment to the 1994 D.C. Lease. However, as confirmed with the 
GAO, the correct reference is to § 2.2 of Exhibit B of the Fifth Amendment to the 1994 D.C. Lease. 
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17. Does CFTC believe it violated the Anti-Deficieney Aet per the reeent legal opinion 
regarding its leasing eosts? If so, when does CFTC expect to report these violations? 

On February 4, 2016, the U.S. Government Accountability Office’s (GAO) detcimincd that: 
“[w]hen CFTC entered into multiple-year leases, it was required to record an obligation equal to 
the government’s total liability over the term of each lease. Because it did not do so, CFTC has 
violated the recording statute, 31 U.S.C. § 1501(a)(1). CFTC should determine whether the 
failure to properly record these obligations has resulted in the obligation of funds in excess of 
appropriations in violation of the Antideficiency Act.” Commodity Futures Trading Commission- 
Recording of Obligations for Multiple-Year Leases, B-327242 at 16. Additionally, GAO 
concluded that “CFTC should also determine whether it properly provided written notice to its 
contractors to begin performance before accepting services. If it failed to do so, it should report a 
violation of the voluntary services prohibition of the Antideficiency Act.” Id. The CFTC does not 
dispute the determinations made by GAO in B-327242. 

As required for Antideficiency Act reporting, the CFTC is currently reviewing the terms and 
conditions of each of its four operating leases and their respective amendments, the fiscal years 
that obligations should have been recorded for each lease, how any obligations should be adjusted 
based on previous lease payments, and the impact on the agency budget and accounting records 
for each relevant fiscal year. Once the CFTC has completed its review, the agency will report any 
Antideficiency Act violations in accordance with 31 U.S.C. § 1351. 

18. Is there another alternative that could provide the agency with a more permanent solution 
instead of carrying this provision year over year? Please provide any reeommendation for 
the record and background, including the legal text. 

As a more permanent alternative, and keeping in line with the current appropriations language, 
the Committee could include the language below in the next appropriation. 

Provided, That, for fiscal year 20 1 7 and thereafter, notwithstanding the limitations in 3 1 
U.S.C. § 1553, amounts provided under this heading are available for the liquidation of 
obligations equal to current year payments on leases: Provided further. That, for fiscal 
year 2017 and thereaOer, for the purpose of recording any obligations that should have 
been recorded against accounts closed pursuant to 31 U.S.C. § 1552, these accounts may 
be reopened solely for the purpose of correcting any violations of 3 1 U.S.C. § 1501(a)(1), 
and balances canceled pursuant to 31 U.S.C. § 1552(a) in any accounts reopened pursuant 
to this authority shall remain unavailable to liquidate any outstanding obligations. 

This language provides CFTC with the ability to make any lease payments due in FY 2017 and 
going forward on a permanent basis to liquidate obligations equal to current year payments on 
leases entered into prior to the enactment date of the FY 20 1 7 appropriation without regard to the 
limitations set forth in the account closing law. The language also permits CFTC to reopen 
closed appropriation accounts solely for the purpose of recording obligations against closed 
appropriation accounts to correct violations of the recording statute. This language would not 
exempt the agency from the requirements of the recording statute. 



83 


1 9. What is the total cost of lease termination at all offiee loeations and for eaeh ofiiee loeation 
speeifieally? 

Of the CFTC’s four office locations, the leases for the Kansas City, Chicago and New York 
offices do not include provisions that would allow the agency to terminate the leases for the 
convenience of, or at the discretion of, the agency. Therefore, there are no lease termination cost 
estimates available for those three offices. 

The lease for CFTC’s Headquarters in Washington, D.C. does contain a termination provision, 
but it is not exercisable at CFTC’s convenience or discretion. Rather, the provision may only be 
invoked by the CFTC, if Congress, in its annual appropriation to the CFTC, makes no funds 
available from which payments for the purposes of leasing space can be made by the agency. 
While the provision is not exercisable as a result, we estimate that, if the provision were 
exercisable, the amount of the lease termination payment would range from approximately $18 
million to $28 million during FY 2017, depending on when notice is provided and other factors. 

20, What is the total amount of ohiigations that need to he eorreeted per the GAO legal 
opinion? Please provide this in a table format showing the amount for eaeh year, for eaeh 
offiee, going back to the first year for which these payments were not properly recorded. 

In accordance with GAO decision (B-327242), the CFTC is currently reviewing the terms and 
conditions of each of its four operating leases (and their respective amendments) starting with 
FY 1995 for obligations that should have been recorded for each lease, how any obligations 
should be adjusted based on previous lease payments, and the impact on the agency budget and 
accounting records for each relevant fiscal year. Further, with regard to its Washington, D.C. 
lease, the agency is also considering the recording impact of the Appropriations Termination 
provision. Once the CFTC has completed its review, the agency will report any Antideficiency 
Act violations in accordance with 3 1 U.S.C. § 1351. While the CFTC is also currently assessing 
the information required for reporting under the Antideficiency Act, please note that the CFTC 
fully discloses the total lease payments that the Commission is scheduled to pay through the 
remainder of its lease terms in its annual Agency Financial Report, Note 1 0 - Leases. 

21 . Please describe how CFTC plans to execute the payments of its prior and current year 
leases under the new language in the FY 2016 omnibus and requested in the FY 2017 
President’s budget. 

The new language provided in the Consolidated Appropriations Act, 2016, provides the CFTC the 
authority to use FY 2016 funds to make lease payments due in FY 2016 regardless of the year in 
which the original obligation should have been recorded, without regard to the limitations set 
forth in the account closing law in 31 U.S.C. § 1553. The language also permits CFTC to reopen 
closed appropriation accounts solely for the purpose of recording obligations against closed 
appropriations accounts to correct violations of the recording statute. Accordingly, in FY 2016, 
the CFTC is using current year funds to make lease payments due in FY 2016 regardless of the 
year in which the original obligation should have been recorded. 

Similarly the language requested in the FY 2017 President’s Budget would also authorize the 



84 


CFTC to use FY 2017 appropriations to liquidate obligations that should have been recorded 
against closed appropriations accounts. 

If the language requested in the FY 2017 President’s Budget is enacted, the CFTC would likewise 
plan to use FY 20 1 7 funds to make lease payments due in FY 20 1 7 regardless of the year in 
which the original obligation should have been recorded. 

Office of Inspector General tlGl 

22. What is the amount of overhead CFTC will charge to the IG for FY 2016? 

The CFTC will allocate overhead to the OIG commensurate with the language contained in the 
Explanatory Statement of Division A, Agriculture, Rural Development, Food and Drug 
Administration, and Related Agencies Appropriations Act, 2016, which indicates not more than 
$330,000 shall be for overhead expenses. 

Swap Dealer DeMinimis 

23. Does CFTC plan to comply with the Swap Dealer DeMinimis directive in the FY 2015 
Omnibus Appropriations Act? When does it plan to comply? 

The CFTC issued the Swap Dealer De Minimis Exception Preliminary Report on November 18, 
2015. CFTC staffs have reviewed the public comments on that report and are preparing a final 
report for consideration by the Commission. 


Data Security and Information Technology Budget 

24. Please provide the Memorandum of Agreement between the Department of Homeland 
Security (DHS) and the CFTC. 


The requested MOA follows: 
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Memornudum of Agi*ecment 
Between 

The Depai'tment of Homeland Security, 

Office of Cybersccurity and Communications 

And 

Commodity Futures Trading Commission 

Relating to the Deployment of Continuous Diagnostics and Mitigation Capability 

I. Parties. This Memorandum of Agreement (Agreement) is entered into between the 
Commodity Futures Trading Commission (hereinafter “CITC”) and tire Department of 
Homeland Security (DHS), Office of Cybersecurity and Communications (CS&C), 
collectively, “the Parties.” 

n. Authority. This MOA is entered into pursuant to authorities applicable to the Partie.s, 
including: 

• The Homeland Security Act of 2002 (6 U.S.C. §§ 101 et scq.); 

• Tlic Federal Information Security Management Act of 2002 (FISMA) (44 U.S.C. 

§§ 3541 etseq.); 

• Depailiuent of Homeland Security Appropriations Act, 2013, Public Law 1 13-6, Uiv. D, 
Title V, § 558, 127 Slat. 198, 377-78 (Mar. 26, 2013), codified at 44 U.S.C. § 3541 note; 

• Department of Homeland Security Appropriations Act, 2014, Public Law 1 13-76, Div. 

F, Title III, § 554, 128 Stat. 5, 278-79 (Jan. 17, 2014), codified at 44 U.S.C. § 3541 note; 

• National Security Presidential Direclive-54/Homeland Security Presidential Directive- 
23; 

• Office of Management and Budget (OMB) Memoranda: 

0 M-1 0-28: Clarifyinf’ Cybersecurity Respunsibilities and Activities of the Executive 
Office of the President and the DeparUmnt of Homeland Security, 
o M- 1 4-03 : Enhancing the Security of Federal information and Information Systems', 
o M-14-04: Fiscal Year 2013 Reporting for the Federal Information Security 
Management Act and Agency Privacy Management. 

111. Background. The Continuous Diagnoslic.s and Miligalion (CDM) progi'am provides tested 
continuous monitoring, diagnosis, and mitigation capabilities designed to strengthen the 
security posture of the federal civilian Executive Branch (“.gov”) networks. Under this 
program, DHS will centrally coordinate tlic procureincnl, installation, operation, and 
maintenance of diaguositic sensors (tools) deployed to each agency. Using output from the 
sensors and agency-level dashboards (“.Agency Dashboards”), officials at each agency will be 
able to quickly identify which vulnerabilities to fix first, and empower technical manageis to 
prioritise and then mitigate risks associated with any vulnerabilities. In addition, DHS will 
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maintain a govenunent wide cyber diagnostic dashboard (“Federal Dashboard”) that 
consolidates input from the Agency Dashboaids and provides situational awareness using the 
aggregated agency data at the federal level. The Federal Dashboard will not contain any 
object level data. Only aggregated summary data will be sent to DHS to assess the level of 
cy'bersecurity risk across the federal government. The CDM software will not transmit to the 
Department of Homeland Security any personally identifiable information or content of 
network communications of other agencies' users. 

Contractors will provide Continuous Monitoring as a Service (CMaaS) (managed sendee), in 
order to support data integration and agency customization of the tools and dashboard as 
.services. CFTC, in conjunction with DHS and GSA will have responsibility for providing 
oversight of contractore performing work at CFTC. CFTC’s specific contractor oversight 
responsibilities will be defined in any CMaaS contract awarded pursuant to this MOD. 

DHS will implement the Federal Dashboard. This dashboard will be used by DHS analysts 
from Federal Network Resilience (FNR) as well as from the National Cybersecurity and 
Communications Integration Center (NCCIC), US-CERT (United States Computer 
Emergency Readiness Team) and otlier appropriate Federal officials to review and analyze 
the federal cybcrsecurity po.slnre and to inform federal-level oversight groups concerning 
decisions on risk acceptance, performance and progress measurement. FNR will apply a 
scoring mechanism to agency data in the Federal Dashboard, in order to provide an overall 
assessment of agencies’ security posture against a common security baseline across the .gov 
domain. 

The system will significantly improve the security posture of .gov networks. By using input 
from the sensors and Agency Dashboards, oHicials at each agency will be able to quickly 
identify which problems to fix first, and empower technical managers lo prioritize and 
mitigate risks. Tills will ultimately improve the effectiveness and efficiency by which federal 
networks are secured; build maturity into the continuous monitoring/ diagnostics program 
across the federal enterprise; develop a federal network infrastructun; that is solidly based on 
secure engineering principles; and transfer risk to where it appropriately belongs within an 
organization to establish and maintain accountability. 

The CDM capabilities and program are managed by CS&C’s FNR branch. CDM presents 
federal diagnostic data, in aggregate, lo efticicntly allow for risk-based decisions regarding 
cyber defense strategies and mitigation priorities. Defending federal networks at the speed of 
computers has proven lo be feasible and cost effective by automating cyber security testing 
and creating diagnostic reports to accelerate corrective action. More than 80% of the lime, 
exploits tai-get previously known vuliierabililies on networks, computers, personal computers 
and commercial software. Since 2003 federal case studies indicate that when diagnostic 
reports highlight the worst problems to fix first, repairs can often be completed before 
damaging attacks are attempted. 

DHS is acting centrally to provide a continuous cyber diagnostic monitoring and mitigation 
program, which ovensces and n,s.sists Departments and Agencies efforts by: 
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® esiablishing the CDM capabilities (hat are necessary to secure the Federal information 
systems; 

® buying a set of cyber defense tools to protect .gov from escalating and rapidly evolving 
thi-eats; 

• providing diagnoses and enabling agencies to prioritize worst problems fiist based upon 
agency mission and objectives; 

e displaying the worst problems based upon the agency prioritization weighting; 

• using internationally recognized best practices for optima! results; 

• assuring diagnostic rcsuits arc analyzed in aggregate for attack patterns and likely targets 
across the government networks with increased efficiency to inform cyber security 
defense strategies; 

• assuring diagnostic results are cross compared with patterns of how the government 
network is being attacked and who is being attacked in W'ays that increase the efficiency 
of cyber security defenses; and 

• leveraging federal buying power to lower cybersecurity costs for agencies. 

The objective of the procurement is to obtain tools and services, delivered by a Continuous 
Monitoring as a Service (CMaaS) services provider, that enable federal agencies and .state 
and local governments to enhance and automate their existing continuous monitoring 
capabilities. 

CDM Operating Capabilities 

At Full Operating Capability (FOC), CDM will provide wide coverage for security controls 
specified in National Institute of Standards and Technology (NIST) 800-53, “Security and 
Privacy Controls for Federal Systems and Organizations.” The Initial Operating 
Capability (IOC) covers Hardware Asset Management (HWAM), Softtrore A.sset 
Management (SWAM), Configurations Settings Management (CSM), and Vulnerabilities 
Management (VULN). 

Dashboards. There are two main types of dashboards for the CDM program, the Federal 
Dashboaixl and an Agency Dashboard. The Federal Dashboard will provide the Federal 
aggregation of agency data. Each agency will use the Agency Dashboairi provided by one of 
the CMaaS providers that will provide customized reports to agencies to alert botli mission 
and technical managers to the highest priority cyber risks. The level of funding available to 
DllS will provide a limit as to the number of Agency Dashboards an agency may request 
under the CDM program. 

CyberScope. Until CDM is fully deployed, CyberScope will continue to serve as the record 
of source for reporting Federal Information Security Management Act (FISMA) metrics. 


For Official Use Only 


3 

Version 2,0 



88 


For Official Use Only 


CMaaS Options 

Each CMaaS provider will propose a suite of tools. By selecting a CMaaS provider the 
agency will be selecting the proposed suite of tools for deployment within the agency. 

CMaaS providers will operate tools selected by each agency on that agency’s network, with 
the goal of eventually transitioning the operation and maintenance of the tools to the agency. 
Those agencies with already existing .sensors that provide the necessary capabilities 
envisioned in hardware, software, configuratioii and vulnerability management can elect to 
continue their operation. 

A standard Agency Dashboard will be provided as part of the CDM program and will be used 
to enable risk-managed decisions at tlie federal level. Agency data mu-st be made available to 
tile Federal Dashboard, therefore the technology at the agency level must be interoperable 
with the technology comprising the Federal Dashboard. CS&C will provide data integration 
.services as part of the CDM program in order to accomplish this. 

IV. Purpose. DHS and CFl’C agree to deploy CDM capabilities on CFTC’s network to improve 
information .security protection for information and information sy.stems and reporting 
capabilities. This Agreement establishes the responsibilities of CFTC and DHS/CS&C in 
connection with the deployment and operation of the CDM tools and dashboard. 

7'his Agreement is executed to establish and formalize the intent, roles and responsibilities 
and conduct of activities telating to the deployment of Continuous Diagnostics and 
Mitigation (CDM) Cybersecurity Capabilities via a Continuous Monitoring as a Service 
(CMaaS) services provider. CDM offerings consist of various cyberseourily serviee.s such a.s 
network mapping, vulnerability scanning, and host based assessments. These offerings are 
designed to collectively reduce the ri.sk across the .gov networks. When at FOC, the CDM 
program will provide tlic tools and/or reporting mechanisms for the following capabilities: 

1 . Hardware Asset Management 

2. Software Asset Management 

3. Configuration Management 

4. Vulnerability Management 

5. Network/Phystcal Access Control 

6. Manage Trust in People Granted Access 

7. Manage Security Related Behavior 

S(. Manage Credentials & Authentication 

9. Manage Account Access 

1 0. Prepare for Incidents and Contingencies 

1 1 . Respond to Incidents and Contingencies 

1 2 . Requirements, Policy and Planning 

1 3 . Quality Management 

14. Operational Security 

15. Generic Audit and Monitoring 
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The program will be deployed in increments, with the first increment for tools and CMaaS 
providers focusing on the first four capabilities, specifically hardware and software asset 
management, configuration and vulnerability management. The remaining capabilities will 
be deployed in fiiturc increments. 

The CDM program applies only to Unclassified data and networks. 

V. Responsibilities. As part of CFfC’s request to receive Continuous Diagnostics and 
Mitigation services from DHS and DHS’s agreement to provide those capabilities via a 
CMaaS provider, the Parties agree to the following responsibilities, 

A. CKTC’s Responsibilities. 

1 . Participate in a CMaaS and tool “buying group” with similar agencies and based upon 
the tools/scrvices the determines are needed to meet its mission. 

2. Identify CFTC’s data handling and security requirements as part of its participating in 
the buying group, so that those requirements may be incorporated into task orders. 

3. Piffticipate in Technical Evaluation of CMaaS vendor submissions. 

4. Evaluate CMaaS security plan for selected CMaaS vendors. 

5. Make an Authority to Operate (ATO) decision for the selected system for CFTC (Sec 
FNR responsibility with regard to developing an authorization and accreditation 
(A&A) package for CFTC consideration in accrediting the system). It is always the 
Authorizing Authority’s prerogative to accept the package or request additional 
information. 

6. Identify and establish a team (management, operational, technical) responsible for set- 
up and operational activities. 

7. Provide CFTC meta-data to the CMaaS 'tor to identify IT responsibilities and 
IT customer roles. 

8. Specify additional data groupingfs) to the CMaaS con,, tor that will make results 
most useful to CFTC at the operational level. 

9. Identify who should have access to the data reported on the Agency Dashboard based 
on their roles and responsibilities, and who from the Agency should have access to 
the CFTC data on the Federal Dashboard, 

10. Participate in training by CMaaS contractors in governance and management of the 
use of the CMaaS services and tools and associated processes. 

1 ! . Establish a “governance” process plan to include required documentation and 

reporting. While the selected CMaaS contractor will provide training on governance 
processes, the CFTC must participate in developing and managing rollout tiger teams, 
help desk support, user group management and website to provide automated 
assistance/reference. 
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12. U.se data in the Agency Dashboard to mitigate agency risk by fixing the worst 
problems first. 

1 3. Provide agency CDM data to the Federal Dashboard. 

14. Allow CMaaS contractoi's to install CDM sensors and the Agency Dashboard, (which 
will communicate summary inlbimatioii to the Federal Dashboard) and cooperate 
with them on the integration activities. 

1 5. Continue to provide FISMA reporting details to CyberScope with the exception of 
CDM-generated data. 

16. Cooperate with CMaaS contractors in their operation of tools/services, until such time 
as the operation and maintenance of the tools is transitioned to FFC, 

17. Modify as appropriate CFTC data hosting contracts to permit CMaaS contractors to 
install and operate tools/services and otherwise to conform to CFTC responsibilities 
under this Agreement. 

18. Optional: Produce ad hoc repoifs from Agency Dashboard data to facilitate internal 
agency decisions. 

CFTC recognizes that certain CDM activities may require an Interconnected Systems 

Agreement (ISA) to govern the system interconnections. The ISA is outside the scope of this 

MOA. 


B. CS&C Responsibilities 

1. Provide the Continuous Monitoring as a Service (CMaaS). In addition it will assist 
CFTC in identifying the specific tools and services that CFTC will need to meet its 
mission. Subject to the availability of funds. DFIS will initially fund the deployment 
of tools and seivices to CFTC, and will advise CFTC when DHS funds are not 
available so that CFTC can decide whether to fund the purchsise of tools and services 
on its own. 

2. Establish and operate a FedRAMP-like Certification and Accreditation process to 
support agency Approving Authority decision for Authority to Operate (ATO), C&A 
packages will be prepared under the guidance of DHS for each CMaaS solution. 
These packages will be reviewed and approved by a CDM Joint Authorization Board 
and made available for CFTC Approving Authority review and approval. 

3. Populate agency data collected through CDM into CyberScope once the capability is 
available. Agencies will continue to populate data for non-CDM related data. 

4. Train CMaaS contractors on the Federal CDM Governance Model and how to 
customize this for the CFTC. 

5. Request, receive and analyze CFTC feedback relating to the operation of CDM 
capabilities. 

6. Provide an Agency Dashboard for u,se in CFl'C. 
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7. Establish baseline federal scoring and grading rules. 

8. Assist CFTC in producing a ruadinap to achieving CDM Initial Operational 
Capability (IOC) and Full Operational Capability (FOC), 

9. Serve as the Government Technical Point of Contact (TPOC) to ensure acceptable 
performance by the CMaaS providers to CFTC. 

1 0. Ensure that individual CmaaS contractors who perform work at CFd’C or who have 
access to CFTC systems and/or access to CFTC confidential information to sign 
CF l'C non-disclosurc agieements. (Attached to this MOU for reference.) 

VI. Certification. CFTC certifies that its log-on consent bannere or notices, terms-of-use 

policies or user agreements, computer training programs, and any other mechanisms used to 
notify users and obtain their consent to the terms and conditions of computer use clearly 
demonstrate to CFTC computer users and obtain their consent that: 

• users have no expectation of privacy regarding any communications or infoimation 
transiting, stored on, or tr aveling to or from CFTC information systems; 

• the Government routinely monitors communications occurring on CFTC information 
systems for any lawful government puipo.se including, but not limited to, monitoring 
network operations, quality control, employee misconduct investigations, law 
enforcement investigations, and counterintelligence investigations; 

• at any time, the Government may for any lawful government purpose monitor, intercept, 
search, and seize communications or infonnation transiting, stored on, or traveling to or 
from CFTC information systems; 

• any commiuiications or information transiting, stored on, or traveling to or from CFTC 
information systems may be disclosed or used for any lawful government purpose; and 

• CFTC information systems include computers, computer networks, and all devices and 
storage media attached to a network or to a computer on such network. 

CFTC will notify CS&C promptly of any changes to its log-on consent banners or notices, 
tcrm.s-of-tisc poiiclc.s or user agreements, computer training programs, and any other 
mechanisms used to notify useta and obtain their consent to the terms and conditions of 
computer use that atTecl the above certification. Model language for the log- on consent 
banner and user agreement that agencies may wish to use to meet the requir ements of the 
above certification is attached as Appendices A and B to this Agreement. 

VII, Points of Contact. Liaison will be maintained between CFTC and DHS. It is recognized that 
in certain agencies, certain individuals may fill multiple positions. The following points of 
contact (POC) are recommended for support of the CDM program: 

■ The Business/Mission Matters POC would provide overall agency leadership with 
regard to continuous monitoring and networ k security issues. 
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o The COM program Mattel's POC would likely be the person designated to manage 
COM deployment at the agency. 

e The POC for Network and Operational Matters would provide coordination with 
network operations activities, 

® The Contractual Mattel's POC would represent the conlraeting/acquisitions entity. 
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Topic 

CFTCPOC 

DHS POC 

Business/Mission 
Matters (CIO) 

Joint Rogers 

Commodity Futures Trading 
Commission 

Office of Data and Technology 
Chief Information Officer 

Phone 202-418-5240 

Email: jrogers@cftc.gov 

John Streitfert 

U.S, Department of TTomeland 

Security 

National Protection & Programs 
Directorate 

Director, Federal Network 

Resilience 

Phone; 703-235-5436 

Email: john.streufeit@hq.dhs.gov 
Meetings; Please contact: 
Juditli.BurkeCr^associates.liq.dhs.gov 

COM Program 
Matters 

Naeem Musa 

Comtnodily Futuies Trading 
Commission 

Office of Data and Tecluiology 
Chief Information Security Officer 
Phone: 202-418-5485 

Email: nmusa@cftc.gov 

Danny Toler 

U.S. Department of Homeland 

Security 

National Protection & Programs 
Directorate 

Deputy Director, Federal Network 
Resilience 

Phone; 703-2355141 

Email; danny.toler@hq.dhs.gov 

Network & 
Operational Matters 

Craig Simmons 

Commodity Futures Trading 
Commission 

Office of Data and Technology 
Associate Director Network 

Services 

Phone: 202-41 8-,5678 

Email: csitmnons@cftc.gov 

John Simms 

U.S. Department of Homeland 

Security 

National Protection & Programs 
Directorate 

Federal Network Resilience 
Implementation Lead 

Phone: 703-235-4258 

Email; john..simms@hq.dhs.gov 

Contractual Matters 

Karen Oettinger 

Commodity Futures Trading 
Commission 

Office of the Executive Director 
Financial Management Division 
Contract Specialist 

Phone; 202-418-5326 

Email: koettinger@CFTC.gov 

Ronald Austin 

U.S. Department of Homeland 

Security 

National Proteolion & Programs 
Directorate 

Federal Network Resilience 

Budget, Finance and Acquisition 

Lead 

Phone: 703-235-4257 

Email: ronald.austin@hq.dhs.gov 
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VIII. Other Provisions. Nothing in this Agreement is intended to conflict with current law. If a 
term of this Agreement is inconsistent with any applicable law, then that term shall he 
invalid, but the remaining terms and conditions of this Agreement shall remain in full force 
and effect. 

IX. Effective Date, This Agreement is effective on the date of the final signature. 

X. Modification. The Parties may modify this Agreement by written agreement, signed by 
authorized representatives of both Parties. 

XI. Termination. Either Parly may terminate this Agreement at any time by providing at least 
30 calendar days’ written notice. 

XII. Costs. This Agreement does not obligate any funds. Each party shall remain responsible for 
its own costs to perform its resjxrnsibilities under this Agrcemenl. All responsibilities herein 
are subject to the continued availability of funds. 

XIII. Dispute Resolution. The Parties will make their best efforts to amicably resolve disputes 

that may arise under this Agreement through discussions. If resolution cannot be reached, the 
Parties will solicit the views and mediation of the above referenced technical points of 
contact. If those views or mediation cannot bo obtained, or fail to re.soIve the matter, the 
issue will be elevated through the respective signatories to this Agreement for resolution. 

Approved By: 

Commodity Futures Trading Commission Department of Homeland Security 



■Tolm L. Rogers 

Chief Information Officer 

Commodity Futures Trading Commission 


Date: 


Andy Ozmenl 
Assistant Secretary 

Office of Cybersecurity & Communications 
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APPENDIX A 

MODEL LANGUAGE 
FOR LOG-ON BANNERS 
FOR COMPUTERS 

• You are accessing a U.S. Government information system, which includes (1) this computer, 
(2) this computer network, (3) all computei-s connected to this network, and (4) all devices 
and storage media attached to this network or to a computer on this network. This 
information system is provided for U.S. Government-authorized use only. 

o Unauthorized or improper use of this system may result in disciplinary action, as well as 
civil and criminal penalties. 

• By using this information system, you understand and consent to the following: 

o You have no reasonable expectation of privacy regarding any communications or 
information transiting, stored on, or traveling to or from this information system. At 
any time, the government may for any lawful government purpose monitor, 
intercept, search, and seize any communication or infoimation transiting, stored on, 
or traveling to or from this information system. 

o Any communications or information transiting, stored on, or traveling to or from this 
information system may be disclosed or used for any lawful government puipose. 

[click button: “I AGREE”] 

NOTE: For puiposes of such banners, agencies shall ensure that references to monitoring by the 
govormnent are sufficient to address activities undertaken by govermnent contractors. 
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APPENDIX B 

MODEL LANGUAGE FOR 
USER AGREEMENT 

By signing this Uociiment, you understand and consent to the following when you access this 
AGENCY’S information systems, which includes (1) this computer, (2) this computer network, (3) 
all computers connected to this network, and (4) all devices (e.g., BlackBcrry, PDA, etc.) and 
storage media (e.g., thumb drive, flash drive, etc.) attached to this network or to a computer on this 
network: 

« You are accessing a U.S. Government information system that is provided for U.S. 
Government-authorized use only; 

• Unauthorized or improper use of the information system may result in disciplinary action, as 
well as civil and criminal penalties; 

• The Government, acting directly or through its contractors, routinely monitors 
communications occurring on this information system. You have no reasonable expectation 
of privacy regarding any communications or data transiting, stored on, or traveling to or 
from this information system. At any time, the government may for any lawful government 
purpose monitor, intercept, search, and seize any communication or data transiting, stored, 
or traveling to or from this information system; 

• Any communications or data transiting, stored on, or tmveling to or from this information 
system may be disclosed or used for any lawful government purpose. 

1 nmkrsland ami consenl. 

«Signature Block to be Inserted Laler» 
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25. What is the cost to DHS for providing the service under the DHS Contiguous Diagnostics 
and Mitigation Program? 

DHS has not provided cost details to CFTC for any of the services provided for in the MOA. 

26. Has this program commenced yet and if not, when will it? 

No, the program has not commenced for CFTC. Based on an update from the DHS Contiguous 
Diagnostics and Mitigation (CDM) program on March 22, 2016, the CDM program is in progress 
for 97% of all federal agencies. DHS is planning to provide services to CFTC in a phased 
approach with Phase 1 , identification of service integrators (through contracted support), and 
Phase 2, implementation of services, CDM capabilities are expected to commence end of third 
quarter FY 2016, 

27. What is the status of the program and what progress remains to be made? 

The CFTC is waiting on the implementation plan and schedule from the DHS CDM program. 

The program is still in the procurement phase according to the DHS CDM program office. 

FY 2016 Budget Planning 

28. Does the CFTC plan to hire staff and budget accordingly, so that if its budget remains flat 
in FY 2017, it will not be forced to furlough or reduce-in-force its staff levels? 

The CFTC hiring plan is based on the FY 2016 enacted appropriation, which provides resources 
for 714 FTE. While the FY 2017 President’s Budget has an increase in positions and FTE, the 
CFTC will not hire beyond the FY 2016 enacted level until a budget granting the necessary 
resources to do so is passed. Similarly, the agency will monitor any CR language and ensure the 
hiring strategy is aligned. 

29. What is CFTCs rate of attrition? 

The CFTC annualized rale of attrition for FY 2015 was 7.3%. The rate of attrition through the 
2"“ quarter of 2016 was 8.4%. 

CFTC Enforcement 

30. Please provide a table showing; the number of staff, the number of cases opened, the 
number of cases closed, the level of funding, the monetary amount of sanctions and orders 
obtained, and the monetary amount of money actually recovered for the CFTC’s Division 
of Enforcement, by fiscal years 2000 through estimated 2017. This table should be similar 
to the one submitted for FY 2014. 

Projected case data and FTEs for FY 2017 assume the requested FY 2017 President’s Budget is 
received by the agency. 
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m 

BlfcMEIMlIlIlH 

69 

53 

BTTnTrni 


BHOQBSSES 


■HI 

HKEBinBitlM 

38 

53 


■■BESbiSKt! 

HHDEBSI^S 

F\'07 


■BBSEBmm 

41 

63 

mmmmmsam 

— stEur.itiii:' 

WKTRifcM •! : 

FY08 

nisi 

maaaaagiMi 

40 



$234,835,121 

HKSSSZS^S 

FY 09 

ipn 

■.■kfiMilijliMin 

50 

48 



HMEEBE^QmS 

FY 10 

nn 

HSiMlrMta 

57 

38 


$136,040,764 

— 

FYll 



99 

76 



$1 1 3 13 236 

FY 12 

13M 



97 

■■i ' 1 1 mw'fiT'i 


$25T068 13(! 

FY'13 

mai 


■lilgHi 

84 


■EQBBB 

Si U4U ‘>66 25R 

¥Y' 14 


■itWIKWgiM 

6? 

70: 


HEDDISDS 

$•"66 R9i Or.5 

FY’ IS* 

■EM 


69 

67 



$2,322,888,536 

FY 16 (as of 
3/15/2016 

HH 

$49,623,000 

20 

14 

$449,306,283 

$256,014,039 

$48 68! '^‘>8 

FY 17 
(p»x>|ecte<l) 

217 

$64,940,000 

98 

95 


j!fe&l*S35S' 



*FY 15 collections 3 adude the Deutsche Bank's SSX) million fine 

••Cases refer to Litigations Opened and Closed; Cases dosed represented in a fiscal year are irrespective of when the case 
was opened. 
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CFTC Pay Scale 

3 1 . Please provide the pay-scaie the CFTC currently uses for all grades, ranks, levels and steps. 
Use the most up to date information available. 

The below charts provide the pay scales for the four CFTC locations. Each chart includes the 
locality pay adjustment for that area. 

Commodity Futures Trading Commission 


2016 Ekise Pay Scale 


CT Grade 

Minimum 

Maximum 

1 

$22,011 

$31,030 

2 

$24,745 

$35,186 

3 

$26,999 

$39,657 

4 

$30,309 

$44,513 

5 

$33,911 

$49,802 

6 

$37,800 

$55,520 

7 

$42,006 

$61,701 

8 

$46,521 

$68,330 

9 

$51,383 

$75,472 

10 

$56,585 

$83,115 

11 

$62,168 

$91,324 

12 

$74,511 

$109,445 

13 

$88,606 

$130,151 

14 

$104,705 

$153,800 

15 

$123,166 

$180,906 

16 

$142,500 

$209,309 

17* 

$164,873 


18* 

$190,757 


Locality Percentages 


Washington, DC 

24.78% 


Chicago 

25.44% 


Kansas City 

14.49% 


New York 

29.20% 



*Total pay (base + locality) capped at Vice President's 
salary of $235,300 



100 


32. Please provide a table with the number of employees the CFTC currently employs broken 
down by grade, rank, level, and steps. Use the most up to date information available. 


Federal Employees as of 
3/5/2016 


Pay Play 

Grade 

Count 

EF* 

0 

2 

EX^^ 

3 

1 

EX*** 

4 

2 

CT 

6 

1 

CT 

7 

5 

CT 

8 

7 

CT 

9 

12 

CT 

10 

1 

CT 

11 

23 

CT 

12 

39 

CT 

13 

145 

CT 

14 


Cl 



CT 

16 

39 

CT 

17 

2 

Cl 

18 

8 

Total 


734 


* Employee 


Consultants 

**Chainnan, 

EX-3 

♦•♦Commissioners, EX- 


4 
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33 . Please provide a table that displays the difference in pay-scale between the CT pay-scale 
that the CFTC currently uses and the GS pay-scale that is used government-wide. The 
values in this table must show the difference between the CT and GS pay-scalc for each 
and all grades, ranks, levels and steps. Do not just provide a copy of the GS Pay scale and 
the CT Pay Scale. Use the most up to date information available. 

The table below displays the difference between the CT pay scale and the GS pay scale. 

Current Base Rate 


GS, Step 10 or 

Grade CT Minimum CT Maximum GS, Step lor SES SES 


1 

$22,011 

$31,030 


$18,343 

$22,941 

2 




$20,623 

$25,959 

3 





$29,252 

4 




$25,261 


5 


$49,802 


$28,262 

$36,740 

6 

$37,800 



$31,504 

■bbsb 

7 






8 




$38,771 

BflBl^ili 

9 


$75,472 


$42,823 


10 




$47,158 

■bbesb 

11 

$62,168 

$91,324 


$51,811 

$67,354 

12 

$74,511 

$109,445 


$62,101 


13 

$88,606 

$130,151 


$73,846 

$96,004 

14 

$104,705 

$153,800 



$113,444 

15 

$123,166 

$180,906 


$102,646 

$133,444 

16»* 

$142,500 

$209,309 

♦ 


$185,100 

17** 

$164,873 

$235,300 

B 


$185,100 

18** 

$190,757 

$235,300 

B 

$123,175 

$185,100 


*Total Pay Capped at Vice President’s 
Salary of $235,300 effective January 2015 


**Since there are no GS equivalents, used Certified SES System salaries 


CFTC andGS 
Locality Rates 


Washington, 

DC 

24,78% 

Chicago, IL 

25.44% 

New York, NY 

29.20% 

Kansas City, 

MO 

14.49% 
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Purchase Cards 


34. Please provide all purchase card account monthly statements for February 2015 to 
February 2016. 

Purchase card account monthly statements for February 201 5 to February 2016 follow: 



^bank- 


u s. BANKCORP 
P.O. BOX 6347 
FARGO m 5812S^347 




PAYIliCNT DUE fN ACCORDANCE W!TH PROMPT PAYMENT ACT 

I AMOUNT ENCLOSED I 


WASHINGTON DC 205S1-0001 

U.S. BANKCORP 

PO BOX 6313 

FARGO ND S8125-6313 




Please tear payment cet^cn at perfora^n. 

ACCOUNT MESSAGES 

Foreign franasctk^is include a 1% foreign currency c«nv^5i«i fee incorpcraled in the exchange rate. 



pumuses sea Assessed 

FWwous j And Ofter in{»esl cnee* 

Balance Oarges * Pwitfly » Checlis * Fee - CredHs 


Cuirem Accoian 

Active BaUBice 

F^yrnents 


SS8-994-6722 


SEND BiLUHG INQUIRIES TO: 


I S. ^nJt C^vemment Services 
P.O. Box 6335 
Fargo. ND 58125-6335 


AMOUNT DUE 
33 , 915.06 


INTFRFST PFNAI TY 

.00 

CHECKS 

16.363.3: 

CHECK FEE 

278.18 

CREDITS 

745.78 

ITSHKfcN ( 

BILL.ING ACTIVITY 

456.770,81 

PAYMENTS 

444J05.4: 

ACCOUNT BALANCE 

33.915.01 

Page 1 of 10 
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105 










i6 



03-27 03-26 

03- 27 03-26 

04- 01 03-31 
04-02 03-31 
04-03 04-02 
04-06 04-03 
04-06 04-03 
04-06 04-03 
04-06 04-03 
04-06 04-03 
04-07 04-06 
04-16 04-14 
04-17 04-16 
04-17 04-16 
04-17 04-16 
04-17 04-16 
04-17 04-16 
04-17 04-16 
04-17 04-16 
04-17 04-16 


03-23 03-19 
03-30 03-26 

03- 30 03-27 
044)1 03-31 

04- 03 03-23 
04-03 04-02 
04-06 04-03 
04-06 03-27 
M-09 04-08 
04-10 04-09 
04-10 04-08 
04-14 04-13 
04-15 04-14 
04-16 04-15 
04-17 04-16 
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Company Name: CFTC 
Corporate Account Number 
Statement Date: 04-19-2015 


NSWACtiyilY. 


Post Tran 
Date_ Date 


04-06 04-02 
04-08 04-07 
04-10 044)9 
04-10 04-09 

04-10 04-09 


Refenwce Number 


Description 


Amount 


04-10 04-09 
04-10 04-09 


04-14 04-13 
04-14 04-13 


04-17 04-16 
04-17 04-16 




0000©00(^60(X)04G3t0K3 

01K)00(M^K)46(»OQ4031000 


{M»Oa)0OCK>46OOCO4Q2OO0O 

{K»OOOOOD046GO(K)402CKXH3 


00000000004600004035000 

00D0O000D046O{K)04O393O0 


AFRICAN AMERICAN ART G NEW YORK NY 

CALDERON LOCKSMITH NEW YORK NY 

KASTLE SYSTEMS 703-5288800 VA 

•FINANCE CHARGE* CASH ADVANCE FEE 

CASH ADVANCE FROM - 

OFFICE SOLUTIONS G001074 -ST. PAUL -MN 

•FWANCE CHARGE* CASH ADVANCE FEE 

CASH ADVANCE FROM - 

OFFICE SOLUTIONS G001073 -ST. PAUL -MN 

•FINANCE CHARGE’ CASH ADVmCE FEE 

CASH ADVANCE FROM - 

KNIGHT ELECTRICAL 001075 -ST. PAUL -MN 

•FINANCE CHARGE* CASH ADVANCE FEE 

CA^ ADVANCE FROM - 

KNIGHT ELECTRICAL 001076 -ST. PAUL -MN 


180.00 

89.50 

527.00 
23.80 

1.400.00 

38.08 

2.240.00 

32.13 

1.890.00 

15.13 

890.00 


CREDITS PURCHASES CASH ADV 
$177.74 $4,641.34 $0.00 


TOTAL ACTIVITY 

$4,463.60 




Reference Number 


Transaction Description 


Amount 


75418235086014687371698 PMrSlMPLEXSTORE 80CF6266206 CT 
75418235086014687371722 PMTSIMPLEXSTORE 800-6266206 CT 
054368450911001022.73942 GSA/FAS 800-488-31 1 1 VA 
55460295094273093010026 PJ MECHANICAL SERVICES NEW YORK NY 


177.74 CR 
2.180.54 
100.80 
2,360.00 


CREDITS PURCHASES 

$0.00 $1.39811 


CASH ADV 

so.oo 


TOTAL ACTIVITY 
Si .398.11 


Past Tran 
Date Date 

03- 24 03-23 

04- 08 04-07 
04-C^ 04-08 


Trans ection Description 


Rafer^ice Number_ 

75454915083405a)0494786 CORPORATE OFFICE SOLUT 703-3522029 VA 
25247805097000442174377 GARVEYS OFFICE PRODUCT NILES IL 
25247805098000507164585 GARVEYS OFFICE PRODUCT NILES IL 


635.10 

738.26 

24.75 


CREDITS 

$000 


PURCHASES 

$2,450.00 


CASH ADV 

$0.00 


TOTAL ACTIVITY 

$2,450.00 


52 5S 

— 


Rttemnct Wumhtr 


Transac^n Des c ription 


Amount. 


55460295098273097010010 PJ MECHANICAL SERVICES NEW YORK NY 
Depar6n«>t: 05004 Totel: 


2,450.00 

$36,350.67 



CREDITS PURCHASES CASH ADV TOTAL ACTWITY 

SO 00 $774.14 $000 $774.14 


Page 5 of 10 





Company Nmne: CFTC 


rate Acc»ui^ Nwnl:^ 


Stateiiient Date: 04-19-2015 


NjEvv ACTivrrY 

Post Tran 

Date Da^ Referenc e Hum l^r Transaction Des cription 

04 02 04 01 5531020509263800{)037065 COraCR BAKERY WASHB4GTON DC 
04-03 04-02 55446415092286234900025 W MILLAR & COMPANY 02023872216 DC 
04-10 04-09 554321K5099000104366067 HUBERT COMPANY 800-543-7374 OH 


PURCHASES 
S2.454 76 


CASH ADV 
SO 00 


TOTAL ACTIViTY 
$2.454 76 


gfereitce Number 


Transactitm Description 


044)2 04-01 05436845091100102274932 GSA/FAS 800-488-3111 VA 

04-13 04-10 5546029510127310001D010 PJ MECHANICAL SERVICES NEW YORK NY 


Oepartmmt: 05006 Total: 
envision; 0GO03 Total; 


$3,223.90 

$39,579-57 


CREDITS PURCHASES 

$0.00 $138.52707 


CASH AOV 

$2,500.00 


TOTAL ACTIVITY 

$141,027.07 




Post Tran 

Date Date Referent 


03-23 03-20 
03^25 03-24 
03-26 03-25 
03^6 03-24 
03-27 03-25 
03-30 03-27 
03^1 03-30 

03- 31 03-30 

04- 01 03-31 
04-01 03-30 
04-02 04-01 
04-02 04-01 
04-02 04-01 
04-02 04431 
04-02 04-01 
04-02 04-01 
04-02 04-01 
04- 02. 04-01 
04-02 04-01 
04-02 04-01 
04-02 04-01 
04-02 04-01 
04-03 04-02 
04-03 04-01 
04-08 04-06 
04-08 04-06 

04-10 04-09 
04-10 04439 
04-10 04-09 
04-10 04-09 
04-10 04-09 
04-10 04-09 
04-13 04-10 
04-13 04-10 








■-■^ 4 — : — 


I ■ I I I 

■ 1 ■ 1 1 • ■ 






Transacti<ffl Description 

FUTURES INDUSTRY ASSOC 202-4665460 DC 

AARP ’PUBfl-IFEaSO 202-434-3962 DC 

INKHEAD INC 08005540127 GA 

INSTITUTE OF SCRAP REC 202-662-8500 DC 

INSTITUTE OF SCRAP REC 202-662-8500 DC 

ALPHA SAFE & VAULT INC 07032817233 VA 

CYCLE SAFE INC 616-954-9977 Ml 

BOXWOOD TECH 8884918833 R® 

STAR-ADVERTISER ADVERT 08085294700 HI 

AI«)ERSON COURT REPORTt 703-5197180 VA 

THE MAUI NEWS WAILUKU Hi 

THE MAUI NEWS WAILUKU HI 

ISDA 212-901-6000 NY 

ISOA 212-901-6000 NY 

ISDA 212-901 -6000 NY 

ISOA 212-901-6000 NY 

ISDA 212-901 -6000 NY 

ISDA 212-901-6000 NY 

ISDA212-901-6000NY 

ISDA 212-901-6000 NY 

ISDA 212-901-600) NY 

PJ MECHANICAL SERVICES NEW YORK NY 

SOCIAL SCIENCE ELECTRO 585442-8170 NY 

AMERICAN ECCM40MIC ASSO 06153222595 TN 

•FIN/^E CHARGE* CASH ADVANCE FEE 

CASH ADVANCE FRCW - 

IFIE 001215 -ST PAUL -MN 

THE MAUI NEVIS WAILUKU HI 

THE MAUI NEV^ WAILUKU Hi 

ISDA 212-901-030) NY 

ISDA212-901-60CM)NY 

ISOA 212-901-6001 NY 

W E. BOWERS INC 18.3014192488 MD 

CLEAR CHAJ^ia. SAN ANTO 02102534353 TX 

IN *GALAXY PAINTING AN 301-53020)0 MD 


Page 6 of 10 
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Comoanv Narr^: CFTC 

Corporate Accoimt Nufrrfser: 



Statement Date; 04-19-2015 



HEWACTiymr 


Department 05013 lotai; 
OtvisKXi: 00007 T<S^: 


4,217.75 
4,217 75 


CREDITS 

$ 0.00 


PURCHASES 

$3,00000 


CASH ADV 

$0.00 


TOTAL ACUVmr 
$3,0£S3-00 


Post Tran 

Date Date Reference Humber 


Transaction Description 


03-24 03-23 85504995082900013000703 JANVER FT WASHINGTON MD 


3,0CX)-Q0 


CREDITS 

$0 00 


PURCHASES 

$60.00 


CASH ADV 

$0-00 


TOTAL ACTWrTY 

$60.00 


Post Tran 

Date Dat e Ref erence Number 


Transaction Desaiption 


04-02 04-01 75418235091014796042647 ADVGLOSSYBOXUS 855-7381140 NY 




CREDITS PURCHASES CASH ADV 

$0,00 $2,210.07 $0.00 


TOTAL ACTIVITY 
$2,210.07 


Post Tran 
Date Date 


Reference Number 


Transaction Description 


Amount 


03- 26 03-24 ABC IMAGING OF ALEXAND ALEXANDRIA VA 

04- 13 04-11 !L“-. BREDE ARIZONA PHOENIX AZ 

04-14 04-14 GLOBAL EXPERIENCE SPEC 600-475-2098 NV 

04-14 04-14 SHiil GLOBAL EXPERIENCE SPEC 800-475-2098 NV 

04-15 04-15 'i-lj; I ! i‘!»l»»rii.JiH’r,wi GLOBAL EXPERIENCE SPEC 800-475-2098 NV 


288.75 

828,52 

345.40 

425.44 

341.96 


Department; 05015 Total: 
Division; (XKI08 Total' 


$5,270.07 

15270,07 


Page 10 of 10 
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^bank.. 


u s. BANKCORP 
P.O. BOX 6347 
FARGO ND 58125-6347 


AMOUNT DUE 

S12.043.39 

NFW RAIANCF 

ifimaa. 


PAYMENT OUe IN ACCORDANCE WITH PRC^rlPT PAYMENT ACT 


OOaXMK516 3 SP 106481 161296975 S 
CFTC 

ATTO SONOA OWENS 
1155 21ST STREET NW 
WASHINGTON DC 20581-0002 



Please make c^teck psya&k; to’U.S. Bajsk’ 


U.S. BANKCORP 

PO BOX 6313 

FARGO ND 58125-6313 


Pis53« tear co«S}cai isU pertorsikin. 


ACCOUNT MESSAGES 

Fore^n lransaci«ns inciude a 1% forei^ cmrency oanversion fee incorporated in ftw exchange rate. 
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08-06 08-06 
08-10 08-10 
08-10 08-07 


07-29 07-28 
07-29 07-28 

07- 30 Q7-28 

08- 04 08-03 
08-05 08-04 
08-06 08-05 
08-07 08-CK5 



Companv Name: CFTC ! 


CorrxM'ate Number: 

HHHHHBMI ! 

Statement Date: 08-19*2015 | 
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Company Name: CFTC 
Corp<yate Account Number: 
Statement Date: 08-19-2015 


NEWACTtVtTY 


CREDITS 
$0 00 


PURCHASES 

$35,172 97 


CASH AOV 

$1,991.30 


TOTAL ACTIVITY 
$37,164.27 


Post Tran 

Date Date Reference Number 


Transaction Description 


Am<Ktnt 


07-27 07-25 
07-27 07-24 
07-27 07-24 
07-27 07-23 
07-27 07-23 
07-29 07-28 
07-30 07-29 


07.-;J0 07-29 
07-30 07-29 

07-30 07-29 

07- 30 07-29 

05-05 08-04 

08- 05 08-04 

08-10 08-07 
08-10 08-07 

08-10 08-07 
08-10 08-07 

08-13 08-13 
08-13 06-13 
08-13 08-13 
08-13 08-13 
08-13 08-12 
08-13 08-12 
08-13 08-12 
08-13 08-12 
08-14 08-13 
08-14 08-13 
08-14 08-13 
08-14 08-13 
08-14 08-13 
08-14 08-13 
08-14 08-13 
08-14 98-13 
08-14 08-12 
08-17 08-14 
08-17 08-14 
08-17 08-14 
08-17 08-14 
08-17 08-14 
08-17 08-14 
08-17 08-14 

08-18 08-18 
08-10 08-18 


i i:i-i:oH}.8-OT:ir 

00)00000004600004024000 

00500000004600004024000 

00000000004600005017000 
0000000000460000501 7000 

00000000004600004007000 

00000000004600004007000 

OQ000000004600001019CX)0 

0(^0000004600001018000 

OOG00000004600001Q21 000 
00000000004600001021000 







55263525230083163274590 

55263525230083167477587 


VeWTEXT CORP 8005678658 NJ 
S^RITEXT CORP 8005678658 hU 
VERITEXT CORP 8005678658 NJ 
TiNANCE CHARGE’ CASH ADV/U4CE FEE 
CASH ADVANCE FROM - 
WELLS FARGO BANK N001 163 -ST PAUL -MN 
PROSE COURT REPORTING 05618327500 FL 
RE7U.-TtME REPORTERS 03125789323 It 
REAL-TIME REPORTERS 03125789323 IL 
HUSEBY INC CHARLOTTE NC 
HUSEBY INC CHARLOTTE NC 
INURfeR SACRAMENTO CA 
PLATE KRUSE & ASSOCIAT 03123451 500 IL 
’FINANCE CHARGE* CASH ADVANCE FEE 
CASH ADVANCE FROM - 
SERVICE OF PROCESS(M)1 164 -ST. PAUL-MN 
•FINANCE CHARGE* CASH ADVANCE FEE 
CASH ADVANCE FROM - 
JOHN WILEY AND SON001 162 -ST. PAUL -MN 
•FINANCE CHARGE’ CASH ADVANCE FEE 
CASH ADVANCE FROM - 
ATTORNEYS PROCESS001160 -ST. PAUL -MN 
•FINANCE CHARGE’ CASH ADVANCE FEE 
CASH ADVANCE FROM - 
JEFF THOMAS INC 001165 -ST. PAUL -MN 
•FINANCE CHARGE* CASH ADVANCE FEE 
CASH ADVANCE FROM - 
INTERACTION CIVIL 001159 -ST. PAUL -MN 
•FINANCE CHARGE* CASH ADVANCE FEE 
CASH ADVANCE FROM - 
NEVADA STATE BANK 001161 -ST. PAUL -MN 
ALLIANCE REPORTING 1^16741^54 NY 
AUIANCE REPORTING 05167417854 NY 
ALLIANCE REPORTING 05167417854 NY 
ALLUU4CE REP(3RTING 05167417854 NY 
VFR! FEXT CORP 8005678658 NJ 
VERITEXT CORP 8005678658 NJ 


ELISA DREIER REPORTING 02125575558 NY 
ELISA DREIER REPORTING 02125575558 NY 
EUSA DREIER REPORTING 02125575558 NY 
ELISA DREIER REPORTING 02125575558 NY 
ELISA DREIER REPORTING 02125575558 NY 
ELISA DREIER REPORTING 02125575558 NY 
ELISA DREIER REPORTING 02125575558 NY 
ELISA DREIER REPORTING 0212^75558 NY 
LEGAL PROCESS SERVICE 702-471-7255 NV 
EVERM^ & E\^RMAN WEST PALM 8CH FL 
ALDERSC»4 REPORTING 202-289-2260 DC 
AU3ERSC»4 REPORTING 202-289-2260 DC 
MDERSC»I I^PORT94G 202-^2260 DC 
AiDERSQH REPORTING 202-289-22^ DC 
’FINANCE CWU^E* CASH ADVANCE FEE 
CASH m^AmE FR<»I - 
MARY M/^LOWSKI (X)1 166 -ST. PAUL-MN 
ALLIANCE REPORTING 05167417854 NY 
ALLf/V4CE REPORTING 05167417854 NY 


595.81 

379.14 

1 , 220.22 

0-95 

55.75 

958.80 

1.254.0) 

1,303.60 

195.00 

919.00 
30.91 

2,163.00 

3.40 

200.00 

8.42 

495.00 

3.40 

200.00 

5.14 

302.50 

1.28 

75.00 

1.09 

64.00 

2.199.70 

1.490.75 
^.00 
225 00 

1,979.25 

050.15 
>63.80 

727.00 
825.98 

1.353.15 
1,168.65 
1,461.63 
1 , 543 .^ 
1 337.79 

1.129.70 
2702.13 

465.50 
82.jX) 

337.90 

606.38 

434.01 
797.41 

10,18 

599.05 

614-35 

1.703.75 
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5550C)m519920700(»(XK360 SUGAR SWEET SUNSHINE 02129951960 NY 
85101595203980006S20643 59 CHINA CAFE INC. NEW Ya?K NY 
85101595204980006520691 59 CHINA CAFE INC NEW YORK NY 




CorcNsrate Acowint 


Statement Date: 08-19-2015 


07-23 07-22 
07-24 07-23 


07-27 07-24 
07..28 07-27 


07..28 07-27 

07 - 29 07-27 

08 - 13 08-12 
08 -13 00-12 
08-13 08-12 






MM 









118 








L9 



Company N^ne: CFTC 


Corporate AoxHint Nunr^r | 


Statement Date: 08-19-2015 


NEWACnvITY 


CREDITS 

$0.00 


PURCHASES 

$5 01 


CASH ADV 

$294.90 


TOTAL ACTIVITY 
$299.91 




Refatrence Number 


Transaction DeflCf{fitk>n 


08T36 0885 
08-06 08-05 


Q2034000 TINANCE CHARGP CASH ADVANCE FEE 
02034000 CASH M)VANCE FROM - 

THAIORCHID 001133-ST. PAUL-MN 
O00O00G00O4600O03Q230O0 ‘FINANCE CHARGE* CASH ADVANCE FEE 
O0QOO0OG0O460O0O3O23OOQ CASH ADVANCE FROM - 

BO LINGS 001134 -ST. PAUL -MN 


Department; 05006 Total: 
Owision; 00003 Total; 


2.43 

146.40 


2.52 

148.50 


$6,942.39 

$23,099.18 


CREDITS 

$660.00 


PURCHASES 

$0.00 


CASH ADV 

so.oo 


TOTAL ACTWmr 

$660.00 CR 


Post Trars 

D a te Reference Wumtiar 


Transactio n Description 


...Ampunt.. 


07-24 07-22 5531G20520402924690G010 FULTON STUDIO INC NEW YORK NY 


660.00 CR 


CREDITS 

$564.74 


PURCHASES 

$64,259.09 


CASH ADV 

$25.00 


TOTAL ACTIVITY 
$63,719-35 


Post Tran 

Date Date 


Reference Number 


Transaction Description 


AnuMJfit 


07-20 07-18 
07-20 07-17 
07-22 07-21 

07-24 07-23 
07-30 07-29 

07-30 07-29 

07- 31 07-30 

08- 03 07-30 
08-03 07-31 
08-03 07-31 
08-03 07-31 
08-03 07-31 
0803 07-30 
08-05 0884 
08-07 08-06 
0807 08-06 

0810 08-06 
0812 0811 


55432865199000360885592 

55488725198206284100098 

55541865203072004378055 

55547505205G9151400D029 

55541865211072004469888 

‘ ».W>i . - n . i- MB&fc-dl 

>■ I < I ,.l “ •'78 iir~, 

fi.i , ' », i4, 1 

i- ». fa » s a s "i ■'j-j-t-ii-lis.i. 3} 

8543:^5219701422158179 
5544926522.428636420001 1 


PSAV PRESENTATION SVCS 847-222-9800 IL 
T3 EXPO LLC 08886983397 MA 
FAIRMONT HOTELS WASHINGTON DC 
001099400 ARRIVAL; 07-2815 

ElIZABETR GALLO COURT 04043891 1 55 GA 
FAIRMONT HOTELS WASHINGTON DC 
001098380 ARRIVAL; 00-00-00 

ADVERTISING CLUB OF ME 07036335954 VA 
ATKJNSON-BAKER INC 08185517310 CA 
MANAGEMENT CONCEPTS TYSONS CORNER VA 
ATKINSON-BAKER INC 08185517310 CA 
ATKJNSON-BAKER INC 08185517310 CA 
ATKINSON-BAKER INC 08185517310 CA 
ATKJNSOI-B^ER INC 08185517310 CA 
HUMAN RESOURCES INSTl 301-7485600 MD 
FUTURES IND ASSOC 2024665460 DC 
•FINANCE CHARGE* CASH ADVANCE FEE 
CASH ADVANCE FROM - 
UNIVERSITY OF VA 001254 -ST. PAUL -MN 
HUM^ RESOURCES INSTl 301-7485600 MD 
STAR-/V3VERTfSER ADVERT 08085294700 HI 


Department; 05(X)7 Total: 
CWiaon: 00004 Total: 


7.931.70 

1016.82 

2;067.14 

5,051-10 
169.74 CR 

35.00 

3,736,45 

929.00 
3,074.90 
1210.95 

^6.60 

937.00 
395-00 

35,375.00 

Q.,43 

25.CK5 

395.00 CR 
1.550.00 


$63,059-35 

$63,059.35 


Page 7 of 12 






120 











121 









122 





Company Name: CFTC 


Conx>rate AcoMint Number: 


Statement Date: Q8-19-201S 


G8-Cffi 08-05 
08-07 08-05 
08-07 mos 


lOol 




























Companv Name: CFTC 


Corporate Account Number; 


Statement Date: 08-19-2015 


NEvVACT iViTV 

Oepaitment: 05013 Total: 
Division: 0)007 Tot£^. 


PURCHASES 

$21853 


CASH ADV 
$0.{X) 


TOTAL ACTIVITY 
S218.53 


07-21 07-19 G541019S20t741C»492a856 FEDEX 860134506759 MEMPHIS TN 
07-22 07-21 05410195202741004947517 FEDEX 781002837976 MEMPHIS TN 
07-22 07-21 05410195202741005023375 FEDEX 781002839475 MEMPHIS TN 


PURCHASES 

$500.00 


CASH ADV 
$000 


TOTAL ACTIVITY 

S500 00 


Post Tran 
Date Data 


Reference Number 


Tranaaciion Description 


08-06 08-04 85504995217900010600131 ABC IMAGING OF WASHING WASHINGTON DC 


PURCHASES 

$463.00 


CASH ADV 

$0.00 


TOTAL ACTIVITY 
$463.00 


Post Tran 

Date Date 


Reference Number 


Transaction Descripi 


SZ-?i 05410195202741 184689798 FEDEX 781002421770 MEMPHIS TN 

06-17 08-14 75456675227005124639820 SIR SPEEDY. INC WASHINGTCH4 IX 


Depaitn^t: 05015 Total 
Division. 00008 Total: 
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Position Limits 


35. What is the status of CFTC’s current position limits rule? 

The CFTC is currently working to try to finalize the rule this year. The CFTC published two 
notices of proposed rulemakings regarding position limits. The first notice, Aggregation of 
Positions, was published on Nov. 10, 2013. The second notice, Position Limits for Derivatives, 
was published on Dec. 12, 2013. CFTC has reopened and extended comment periods a number 
of limes, and on September 29, 2015, published a supplemental notice of proposed rulemaking 
regarding Aggregation of Positions. The Commission continues to review comments received 
on these notices. 

36. Does CFTC expect to flnalize this rule before 2017? 

It is a priority for the Chairman in 2016 to finalize the rules related to position limits. There are 
many complex aspects to these rules, such as standards for bona fide hedging, the standards and 
process for hedging exemptions, and deliverable supply estimates. We have been considering 
the stakeholder input carefully and are making progress toward finalizing these rules. 

37. A recent advisory committee at CFTC recommended not Including position limits in the oil 
and gas markets? Does CFTC Incorporate its advisory committee recommendations into its 
rulemaking similar to the comments it receives? 

The CFTC carefully considers the views expressed by members of its advisory committees as 
well as the public generally. The particular report referred to, however, was subsequently 
withdrawn by the advisory committee. 

Work with Department of Justice (DOJI 

38. How many cases were referred to DOJ between FY 2008 and 2015? Please provide the total 
and the number per year. 

The CFTC has a robust history of working cooperatively with DOJ on enforcement matters. As 
part of its cooperative enforcement efforts, (he CFTC routinely communicates with and provides 
infonnation, data and other records on specific matters to DOJ for consideration for criminal 
investigation and prosecution. Between FY 2009 and FY 201 5, the CFTC referred a total of 233 
matters to DOJ. During FY 2009 through FY 2010, the CFTC referred matters to DOJ without 
regard to the likelihood of interest in prosecution on the part of the criminal 
authorities. Beginning in FY 201 1, the CFTC changed its referral protocol. Since that time, the 
CFTC has made criminal referrals only after considering the facts of the particular case, 
including the quality of the evidence and the scope and magnitude of any potential criminal 
violation. CFTC does not retain records of these efforts prior to FY 2009. 
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CFTC Referrals of 


Enforcement Matters to DOJ 

FY2009 

43 

FY 2010 

98 

FY 2011 

25 

FY2012 

17 

FY 2013 

14 

FY 2014 

11 

FY 2015 

25 

Total 

233 


Customer Protection Fund 


39. What is the current balance of the Customer Protection Fund? 

As of February 29, 2016, the balance of the Customer Protection Fund was $262,939,456. 

40. What were the total obligations for the CPF in FY 2015? 

Total obligations for FY 2015 were $6,622,258 for the CPF. 

41. What are the planned obligations of the Fund for FY 2016 and FY 2017? 

Estimated obligations (expenditures) for the fund are provided in the table below, as displayed in 
Appendix 5 of the CFTC FY 2017 President’s Budget Justification. 



FY2015 

FY2016 

FY2017 


Actual 

Estimate 

Estimate 


($0001 

($000) 

($000) 

Budget Authority - Prior Year 

$269,901 

$264,252 

$180,587 

Budget Authority - New Year 

887 

0 

0 

Prior Year Recoveries 

89 

0 

0 

Sequestration 

4 

0 

0 

Total Budget Authority 

270,881 

264,252 

180,587 

WhistleWower Program 

1,623 

2,685 

3,CGI 

Whistleblower Awards 

0 

60,000 

52,000 

CustcmKr Educatkm 
Program 

4,999 

20,980 

22,026 
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Total Planned Expenditures 

6,622 

83,665 

77,047 

Unobligated Balance 

S264,259 

S 180,587 

$103,540 


42. How many FTEs will the Fund use in fiscal years 2016 and 2017? 

In FY 2016, a total of 1 1 FTE are projected to be funded from the Consumer Protection Fund. A 
total of 17 FTE are projected to be funded in FY 2017. 

43. Please provide a table showing the budget and staff of the National Futures Association 
since FY 2008. 


Year* 

Total Operating Expenses 

Average Staffing 

2008 

$39 million 

267 

2009 

$40 million 

270 

2010 

$41 million 

278 

2011 

$42 million 

274 

2012 

$49 million 

299 

2013 

$62 million 

330 

2014 

$ 69 million 

415 

2015 

$77 million (reduced from 79) 

467(reduced from 471) 

2016 

$83 million projected (reduced from 85) 

480 projected (reduced from 499) 


♦Fiscal Year ending June 30 

44. How many regulatory staff is dedicated to regulatory compliance across the entire Self- 
Regulatory Structure of the futures, options, and swaps market? 

The CME dedicates approximately 240 regulatory surveillance staff. ICE dedicates 
approximately 30 regulatory surveillance staff The NFA has a total staff of approximately 480. 

Legislative Proposal for User Fees 

The President’s fiscal year 2017 budget request discusses a legislative proposal to collect user 
fees to fund the Commission’s financial regulation activities. 

45. What is the current status of that legislative proposal? 

The Administration submitted draft legislation related to CFTC user fees to the Speaker of the 
House and President of the Senate in the summer of 2015. We are not aware of the status of that 
legislative proposal. 


46. When does the Administration plan on submitting the legislation to the Congress? 
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The Administration transmitted a legislative proposal to Congress in July 2015. At this time, the 
Commission is not aware of a time-line for transmittal of any other legislative proposal related to 
user fees. 

47. When would the legislation have to be enacted for the collections to be in place in order to 
collect the fees? 

The President’s Budget request assumes that if enabling legislation were enacted early in FY 
2017, issuance of a proposed rule for public comment would likely occur in FY 2017 and user 
fees could be collected starting in FY 2018. 

48. When would the legislation have to be enacted for the collections to be in place in order to 
collect the fees? 

The President’s Budget request assumes that if enabling legislation were enacted early in FY 
2017, issuance of a proposed rule for public comment would likely occur in FY 2017 and user 
fees could be collected starting in FY 2018. 

49. What would be the basis of the fee, who would have to pay the fee and how much would the 
Commission charge per fee? 

The ultimate form and amount of any fees collected would be dependent on the language in the 
legislation and associated implementing rules, regulations and processes. Unless Congress 
specified the fees in legislation, any proposed fee schedules and structure would be determined 
through a rulemaking subject to public comment. 

Vacancies at the Commission 


The Commission currently has two vacant positions for Commissioner-one Republican and one 
Democrat. 

50. When does the President, or does he at all, plan to nominate people for these positions? 

President Obama nominated two new commissioners on Thursday, March 3, 2016 to join the 
Commodity Futures Trading Commission. He named Brian Quintenz, a Republican, and 
Christopher Brummer, a Democrat. 

51. When the respective vacancies were made available? 

Commissioner Scott O’Malia vacated his position on August 8, 2014. 

Commissioner Mark Wetjen vacated his position on August, 28, 2015. 

Program, Projects and Activities 


I noticed that the Commission in its budget request this year decided to make a unilateral 
decision to tell Congress what it considers to be Programs, Projects, and Activities. The footnote 
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Statement reads: 

“The Commission considers the Salary and Expenses, Information Technology, and Office of the 
Inspector General programs to be its sole programs, projects, and activities (PPAs). All other 
budget displays by mission activity, division or any other depiction are for informational 
purposes only. ” 

These “PPAs” are essential to what Congress appropriates for funding and how it conducts 
oversight. In the FY 20 1 6 Explanatory Statement for Division A, which represents this 
Subcommittee’s portion of the Omnibus, it explicitly states: 

“A program, project, or activity (PPA) is an element within a budget account. PPAs are 
identified by reference to include the most specific level of budget items identified in the 
Agriculture, Rural Development, Food and Drug Administration, and Related Agencies Act, 

201 6, accompanying Committee reports, explanatory statements, the Statement of Managers, 
and budget justifications . Program activity structures are intended to provide a meaningful 
representation of the operations financed by a specific budget account by project, activity, or 
organization. ’’ 

52. Is CFTC aware that the definition of PPAs is well established in appropriations law and not 
only is this set forth in the Explanatory Statement but is incorporated into the 
reprogramming procedures under Section 717 of the FY 2016 Appropriations bill? 

The CFTC applies and relies upon the following GAO definition of PPA as contained in the 
GAO’s A Glossary of Terms Used in the Federal Budget Process (GAO-05-734SP): 

"For annually appropriated accounts, the Office of Management and Budget (0MB) and 
agencies identify PPAs by reference to committee reports and budget justifications: for 
permanent appropriations, OMB and agencies identify PPAs by the program and financing 
schedules that the President provides in the “Detailed Budget Estimates " in the budget 
submission for the relevant fiscal year. " 

Additionally, the CFTC routinely reviews congressional appropriation mark-ups and the funding 
tables, as well as the enacted Explanatory Statements, the actual appropriation bill language, and 
the general and specific provisions that direct controls over the financial resources of the agency. 

The CFTC’s current PPAs were first identified and established in August 2012 in its response to 
the Office of Management and Budget, Budget Data Request (BDR) No. 12-38, Anticipated 
Reporting Requirements Under the Sequestration Transparency Act of 2012. 

53. Why would the Commission, past or present, believe it has such discretion to opt out of 
federal statute? 

The Commission does not believe it can exempt itself from any federal statute. The agency is 
committed to following all applicable laws, including appropriations laws, and any other 
applicable laws, regulations, guidelines, provisions or legal precedents. 
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Financial Statements 

54. Please provide the letter from accounting firm KPMG requesting the CFTC take down its 
annual financial statements from its website. 

The requested letter from KPMG LLP» dated January 12, 2016, to the CFTC follows: 
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KPMG LLP 

Suite 12000 

1801 K Street, NW 

Washington, DC 20006 


Telephone + 1 202 533 3000 
Fax + 1 202 533 8500 

Internet wvwv.us.kpmg.com 


January 1 2, 20 1 6 


Ms. Mary-Jean Buhler 

Chief Financial Officer 

Commodity Futures Trading Commission 

Three Lafayette Center 

1155 2 P' Street, NW 

Washington, DC 20581 


As you are aware, during the FY 201 5 audit of the U.S. Commodity Futures Trading Commission 
(CFTC) financial statements, CFTC management made KPMG LLP (“KPMG”) aware that the 
Government Accountability Office (GAO) conducted an audit of CFTC building leases and GAO 
provided CFTC with a number of questions. In researching the response to these questions, the 
CFTC concluded that its historical policy for recording lease obligations may be inconsistent with 
0MB Circular A- 1 1 , Preparation, Submission, and Execution of the Budget: 31 USC 1501 (a)( 1 ). 
The CFTC determined that the FY 201 5 CFTC financial statements as well as several prior period 
CFTC financial statements are impacted by this matter. KPMG has determined that not recording 
the required lease obligations resulted in a material misstatement in CFTC’s financial statements, 
which we believe should be corrected in order to present such financial statements in accordance 
with U.S. generally accepted accounting principles. 

Contract No. GS-23F-8I72H order DI3PD0I167, Statement of Work section 2.0 “Purpose, 
Objectives, and Scope” states the audit effort should be in accordance with generally accepted 
auditing standards. In accordance with U.S. Generally Accepted Auditing Standards, as set forth 
in AU-C Section 560, Subsequent Events and Subsequently Discovered Facts (including but not 
limited to AU-C Sections 560.15 through 18), KPMG respectfully requests that the CFTC 
promptly take the following actions related to the CFTC financial statements containing the 
material misstatement (and accompanying audit reports of KPMG) as of and for each impacted 
fiscal year ended prior to September 30. 2015, including, at a minimum, fiscal years 2012-2014: 

• CFTC management and the CFTC OIG should take timely and appropriate steps to ensure that 
any third party in receipt of these prior period audited financial statements (and auditor's 
reports) is informed of the error and is informed that they should no longer rely on the financial 
statements or auditor’s reports. 

• As one of the timely and appropriate steps, CFTC management and the CFTC OIG should 
promptly remove these prior period financial statements (and auditor’s reports) from their 
respective websites. We note that the CFTC OIG already has indicated to KPMG that they will 


KPMG LLP is s Dela*sr« Bmisd BaMi^i partne re hipi 
9<e LI S membsr ftrm ol KPMG Intomtikmal Coopeniiive 
(•KPMG Intemsaonrtl. s Sm«s enity. 
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HP 

take appropriate steps to prevent reliance on the prior period financial statements (and auditor’s 
reports) which are posted on the OlG’s website. 

• In addition, as one of the timely and appropriate steps, in accordance with Office of 
Management and Budget (0MB) Bulletin 15-02, Audit Requirements for Federal Financial 
Statements, CFTC should communicate in writing to the Congress, 0MB, Treasury, and GAO 
that they should no longer rely on the prior period financial statements or auditor’s reports. 

Finally, please note that AU-C Section 560.18 of U.S. Generally Accepted Auditing Standards 
states the following: 

”lf management does not take the necessary steps to ensure that anyone in receipt of the audited 
financial statements is informed of the situation, ... the auditor should notify management and 
those charged with governance — unless all of those charged with governance are involved in 
managing the entity — that the auditor will seek to prevent future reliance on the auditor’s report. 
If, despite such notification, management or those charged with governance do not take the 
necessary steps, the auditor should take appropriate action to seek to prevent reliance on the 
auditor's report.” 

Accordingly, please note that pursuant to AU 560.18, if the CFTC does not promptly take the 
actions described above, KPMG will consider the appropriate action to take to prevent reliance on 
the prior years' CFTC financial statements and auditors’ reports mentioned above. 

If you have any questions regarding this request you can reach me directly at (202) 533-7014. 


Very truly yours. 


KPMG LLP 



Sherif Ettefa, 
Partner 


cc: Miguel Castillo 

Tony Baptiste 
Branco Garcia 
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55. Please provide any response from CFTC to KPMG on this matter as well for the record. 

The following information contains theCFTC’s response dated January 13, 2016 to KPMG 
LLC's request and includes as an attachment the CFTC’s draft Management Notice Concerning 
Prior Period Financial Statements and Auditors ’ Reports, which has since been filed with the 
associated financial statements and auditors’ reports on the agency’s website, indicating that the 
records could no longer be relied upon. CFTC coordinated with KPMG regarding the text of the 
website notice. 
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From: Buhler, Mary Jean 

Sent: Wednesday, January 13, 2016 7:05 PM 

To: settefaakptna.com ; Newton, Elliot W 

Cc: Baptiste, Tony; Castillo, Miguel; Garda, Branco; RIngle, Judith A; Fleming, Jennifer AG; Gottry, 
Heather; Ranagan, Julia; Ingram, Keith A 
Subject; Notice for Financial statements 


Sherif, 


In response to your January 12, 2016, letter concerning the impact of KPMG's FY 2015 audit opinion 
on prior year audited financial statements, please find CFTC's plan to prevent reliance on prior year 
CFTC financial statements and ensure that anyone in receipt of the financial statements is informed 
of the situation. 

We plan on putting the attached notice on agency letterhead and creating a new pdf of the 
necessary financial statements and auditors' reports with the attached notice as a first page. This 
notice would be the first piece of information that a member of the public would see when opening 
the document on the website and would be printed with the document. If this is done, we believe 
readers accessing the documents from our website would be fully, and appropriately, informed of 
the situation. 


Please let me know if you have any questions. MJ 


Mary Jean Buhler 

Chief Financial Officer 

Office of the Executive Director, U.S. Commodity Futures Trading Commission 

1155 21'>' Street, MW | Washington DC 2058.1 | Tel: 202,418.5089 j Fax: 2,02.418.5414 
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U.S. COMMODITY FUTURES TRADING COMMISSION 
Three Lafayette Centre 
1155 21st Street NW, Washington, DC 20581 
Telephone: (202) 418-5000 
Facsimile: (202)418-5521 
www.cftc.gov 


Financial Management 
Branch 


January 13, 2016 


Mr, Sheruf R. Ettefa 
KPMG . 

1801 K Street, N.W. 

Washington, D.C. 20006 

Subject: CFTC’s Response to Your January 12, 2016 Letter 

Dear Mr. Ettefa: 

This letter responds to your January 12, 2016 letter concerning KPMG’s FY 2015 audit of the 
U.S. Commodity Futures Trading Commission (CFTC’s) audited financial statements. In that 
letter, you stated that the agency did not record its lease obligations consistent with 0MB 
Circular A-ll, Preparation, Submission, and Execution of the Budget and 31 U.S.C. § 

1501(a)(1) which KPMG determined to be a material misstatement in CFTC’s financial 
statements. As a result of that determination, you have asked that certain remedial action be 
taken to preclude reliance on these prior statements. First, you have requested that CFTC 
Management take timely and appropriate steps to ensure that any third party in receipt of these 
prior period audited financial statements and auditors’ reports is informed of the error and that 
they should no longer rely on the financial statements or auditors’ reports. These reports have 
been posted publicly on the CFTC’s external website and CFTC management has no method 
available to determine which third parties may be in receipt of these prior period financial 
statements and auditors’ reports. Because the reports have been accessed through the website, 
the agency has determined that the most effective method to reach recipients is through a 
notification filed with the financial statements and auditors’ reports on the CFTC’s website 
where the records are located. 

Second, you have asked the CFTC’s management to promptly remove these prior period 
financial statements and auditor’s reports from its external website. We understand the 
obligation to prevent reliance by third parties on the financial statements and auditors’ report. 
However, we do not believe that it is appropriate or necessary to remove the reports, which are 
final agency records, from the website. To address KPMG’s concerns, as noted above, the CFTC 
has prepared a notification filed with the financial statements and auditors’ reports on the 
CFTC’s webpage where the records are located. A copy of the notice is attached. 

Finally, KPMG has requested that CFTC conununicate in writing to the Congress, Office of 
Management and Budget, the Department of the Treasury, and the Government Accountability 
Office that they should no longer rely on the prior period financial statements or auditors’ 



January 13, 2016 
Page 2 
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reports. The CFTC will comply with this request and copy KPMG and the CFTC Inspector 
General on these notices. 


Sincerely, 



Mary Jean Buhler 
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January , 2016 


Notice Concerning Financial Statements and Auditors’ Report 

CFTC management cautions against reliance on the attached financial statements and auditors’ 
report. 

On August 6, 201 5, the Government Accountability Office (GAO) requested information on the 
Commission’s views regarding various legal issues involving the CFTC’s leases, including the 
practice of recording obligations arising under the agency’s four current multiple-year leases for 
office space in Washington, D.C., Chicago, New York, and Kansas City. When the Commission 
entered into it four multiple-year leases, such as in 1994 for its Washington, D.C. office, it 
recorded only the annual lease payments each year, rather than the full multiple-year obligation 
in the year the lease was initiated. In the process of reviewing GAO’s questions, the CFTC 
concluded that its historical practice for recording lease obligations on an annual basis may be 
inconsistent with 0MB Circular A-1 1, Preparation, Submission and Execution of the Budget 
(0MB A-1 1); 31 U.S.C. § 1501(a)(1); and previous GAO decisions. The Commission is 
awaiting a GAO opinion on its leasing practices, and it is reasonably possible that the CFTC will 
need to recognize the unfunded obligations covering all future payments in FY 2016. 

After being fully briefed on the matter by the CFTC, KPMG, the CFTC’s auditing firm, stated in 
their audit opinion for FY 2015 that the agency’s financial statements for FY 2014 and FY 2015 
contained material misstatements related to the understatement of lease obligations in the 
Statement of Budgetary Resources. As a result of this finding, the financial statements and 
auditors’ report found in the attached should not be relied upon. For further details, please see 
KPMG LLC FY 2015 qualified opinion and explanation. 

The GAO is currently reviewing the Commission’s leasing practices and upon receipt of GAO’S 
opinion the CFTC will take appropriate actions and, if needed, update this notice. 
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56. Please provide a copy of the letter from accounting firm CliftonLarsonAIlen LLP 
requesting that the FY 2010 financial statements be removed from the CFTC website and 
any response to the accounting firm from CFTC for the record. 

The CFTC OIG received an emai! request from CiiftonLarsonAHen LLP dated February 11, 
2016. The firm did not request that the financial statements be removed from the website. The 
text of the email request is inserted below: 
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■ From: "Perry, Merton" < M3rlon.Perrv)SKfaconnect.com > 

^ Sid^e<t:fi£:{ExtemaJ] R£;CFTCFY 2009 Auda Report wtttidrawa!- 
; Date:UMardi2016n:33 
; To; "tePtBte, Tony” c tbaDti5t e®CFTC.gov> 

Cc "Wu, Denise” < P6nise-Wu@tj3connect.cofn > 

' HiTonv- 

, wshaveiiQtningfunherioadd. niankyou. 


‘ ChftonlarsonAllen 


Marten D. PsfiY. CPA proKioal 



©i* 


FroiK &3pQsts, Tony ( 

Sent FrWsy, Maxh 11 
To: Perry, Marion 
Cc: Wu, Denise 
&^ect [Bitomai] R£ 

Marion, 

TTie cnC-CfO is asking for conftrmatton that the messa^ tieioiu reftettsyow entire expectatiors and that there are ooeddSajnal details (instnicttons) regarding your request. 

Please let me know as soon as possihte. 

Tony 


,2016 11:12 AM 
: CFrCFY2(W9AuiJftRapori:wWidrav«al- 


Fiwtn Perry, Marten [a 

S«!h Ttwrs^. Febniarv 11 , 2015 4:16 m 
To: GapUta, Tony 
Cc Wu, Denise 

9irt4ect CPTCPy 2D0«AudS.Aep»rt»etthdraNai 
Torty- 


operating leases and your eommuniestlonthetCan^ssSfeqoesWgatopv of owFY 2009 audit report, please provide ourre^sebelowMal! 
'CmtMUrsa(^MnUPhede(Bnnjited(heriKentCo«tiptnrf)«rGen*iald^ '*w«l(»Febnanf 4 ,aM 6 is U*etyteh»rt»mBtMl 8 lerteclw 8 i«lO(»fli»ncJrtstMements of Hie United 

^s CotRTwdfty FiiUTH Tredlftg CooentMtert (CFTCh aeconfingty, our wiitlon cbted Ho*«>nbe> 19 . 2 m on these finandal sti^ments an no lonper he leHed upon. Wa request (hat you notify 
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57. Please describe CFTC’s reasoning for not taking down the financial statements per the 
request. 

The CFTC believes that it has taken appropriate action in response to the requests from 
CliftonLarsonAilen LLP and KPMG LLP. Consistent with the requirements of OMB Circulars 
A-1 1 and A-136, the CFTC publishes its Annual Financial Report which includes the financial 
statements on the agency website so they are available to the public. Since these financial 
statements have been publically available for a number of years and the CFTC does not track 
members of the public who have printed, downloaded or otherwise relied on the financial 
statements, the CFTC determined that the most effective method to reach interested parties who 
may have already or would seek to rely on these materials would be through a prominent 
notification filed with the financial statement and auditors’ reports on the CFTC website. 
Accordingly, the CFTC attached the Management Notice Concerning Prior Period Financial 
Statements and Auditors ' Reports to the reports containing the audit opinions of KPMG LLP for 
fiscal years 2005-2008 and fiscal years 2010-2014, and filed a similar notice with the FY 2009 
Performance and Accountability Report containing the CliftonLarsonAilen LLP audit opinion for 
FY 2009. 

The following is a link to the CFTC website where the document is located: 
http://www.cftc.gov/About/CFTCReports/cftcreports historical 

Market Surveillance and Technology Balance 

58. In considering the complexities and challenges you face, and the overwhelming nature of 
government regulation that has become typical, how exactly do you execute proper 
oversight of this market? 

The CFTC fulfills its oversight responsibilities by setting priorities and making targeted use of its 
resources. In addition to our traditional responsibilities of surveillance, compliance, and 
enforcement for the futures and options markets, the Commission has been focused on the over- 
the-counter swaps markets. The agency has written nearly all of the rules required by the Dodd- 
Frank Act and is focused on enforcing those rules. We also continue to fine-tune them so they 
best achieve Congressional intent and do not improperly burden end-users. 

In recent years, the markets we oversee have gotten more sophisticated and complex. 

Surveillance and enforcement efforts require us to have the ability to continually receive, load, 
and analyze large volumes of data. This requires targeted investments in technology and 
experienced professionals who can identify potential problems and engage in further inquiry. 
Over the years, the Commission has built a sophisticated surveillance system for futures that 
relies on a variety of inputs from clearinghouses, clearing members and large traders. In recent 
years, the CFTC has been folding swaps into these systems, to identify and monitor swaps 
activity and risk exposures. The agency relies on data for enforcement, market surveillance, 
economic analysis of market trends, and evaluation of new products. We will continue to make 
investments in technology and staff that allow us to maximize the benefits of the data we receive. 
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Enforcement is key to the work we do to maintain market integrity. The Commission faces 
increasingly complex investigations due to advances in technology and other innovation within 
the industry, including the use of automated and high frequency trading. Also, given the global 
nature of our markets, agency staff must examine data from CFTC-registered entities that are 
located abroad, and communicate frequently with regulators in other jurisdictions. One major 
challenge facing the agency, is that for each case the Commission initiates, there are many that 
we cannot investigate because of resource constraints. Even with those constraints, the 
effectiveness of our enforcement efforts is strong. We will continue to focus on cases that are 
impactful in terms of addressing bad market behaviors that impact the functions of the markets 
and hurt consumers. 

59. You mention in your testimony that you oversee the market for over 40 commodities, and 
clearly many other instruments and products that are based on these tangible items. How 
can your limited number of FTEs quickly and effectively determine what is legal and what 
is not? 

The agency discharges its responsibilities as best it can with the resources it has by setting 
priorities and making targeted use of all resources. With respect to the determination of illegal 
activity in the markets, generally the Division of Market Oversight’s Surveillance Branch 
(Surveillance) refers conduct for investigation for potential violations to the Division of 
Enforcement. But DM0 is limited in the extent of surveillance it can conduct and Enforcement is 
limited in the number of potential leads it can pursue. As a general matter, there are many 
activities that we believe we should engage in—in order to oversee these markets in the manner 
the American public deserves — that we cannot because of resource limitations. 

60. Based on the extent to which you rely on technology to assist in your surveillance, where 
does the human knowledge of the marketplace come in? 

Technology is pivotal to our work, but not sufficient. We must have staff for the agency to be 
successful. The role of technology in our oversight efforts is paramount to our ability to fulfill 
our mission. The ability to receive, store, and analyze message data in our markets is essential to 
keeping up with the new challenges presented by more sophisticated markets and trading 
strategies. It requires investments in technology, as well as staff that have the expertise to 
analyze data and the markets. 

Over the years, the Commission has built a sophisticated surveillance system for futures that 
relies on inputs from clearinghouses, clearing members and large traders. These and other inputs 
allow staff to look at market risk, liquidity risk, credit risk and concentration risk on a daily 
basis. The CFTC is now building swaps into these risk sur\'eiUance systems, to identify and 
monitor swaps activities and exposures. 

The Commission’s Office of Data Technology provides critical support to these efforts. 
Technology, however, is no substitute for having professionals who are experienced in the 
markets we oversee. Indeed, we cannot develop or use technology without such professionals, 
because they determine what a cost-effective use of technology is, develop appropriate programs 
and processes to analyze markets, and make the necessary judgments regarding priorities for 
surveillance. Human judgment is ultimately necessary to identify whether a particular activity 
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violates laws or regulations. Experienced personnel are essential in linking behaviors, 
fundamentals, and trading conducts and strategies to distinguish legal and illegal activities. 

61. What are the limitations on personal data analysis, and how can these requirements be 
leveraged with existing private resources, like the National Futures Association? 

Data, and the ability to analyze and report data, are more important than ever to the CFTC’s 
ability to oversee the markets we regulate. As a result, it is essential that the Commission 
expand its information technology systems. This includes increasing our ability to receive, store, 
and analyze message data resulting from the growth in electronic and automated trading, as well 
as the vast new quantities emanating from the swaps market. The CFTC also must be able to 
aggregate various types of data from multiple industry sources that have grown dramatically 
more complex. It is important that we bolster our core infrastructure to provide flexible, reliable, 
scalable, and high-performance services. This includes hardware, software and other equipment, 
which must be expanded to support the agency’s growth. And it requires enhancing 
communication, processing, storage, and platform infrastructure. 

The National Futures Association (NFA) is an important part of the overall regulatory 
framework. We are currently working with them to take on further responsibilities subject to our 
general oversight. For example, very recently, we worked together closely when the Swiss franc 
was unpegged, to monitor potential problems at retail foreign exchange dealers. We are also 
working with them now on changes to the rules governing such firms to insure better protection 
of customers. 


Managing Cvbersecuritv Concerns 

Cybersecurity testing is a well-established best practice generally and especially for financial 
sector entities. The Federal Information Security Management Act (“FISMA”), which is a 
source of cybersecurity best practices and also establishes legal requirements for federal 
government agencies, calls for at least annual testing and evaluation of information security 
policies. The Financial Industry Regulatory Authority 2015 Report on Cybersecurity Practices 
notes that “Risk assessments serve as foundational tools for firms to understand the 
cybcrsecurity risks they face across the range of the firm’s activities and assets,” and calls for 
firms to develop, implement and test cybersecurity incident response plans. 

62. If cybersecurity now ranks as the number one concern for almost half of 11. S. financial 
institutions, what^s preventing or inhibiting these institutions from enacting cybersecurity 
testing and protocob on their own? 

The Commodity Exchange Act (CEA) gives the CFTC responsibility to conduct oversight of 
industry compliance with the CEA, to ensure protection of the public interest and foster 
confidence in the soundness and safety of derivatives markets, which is the focus of our 
examinations, as well as current proposed rules. 

63. Have financial firms been ignoring the plethora of existing regulations and gnidance on 
cybersecurity prevention and detection procedures? 
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While many financial sector entities take appropriate steps to protect their cybersecurity, not all 
do. FINRA has noted that one common deficiency among financial sector entities with respect 
to cybersecurity is “failure to conduct adequate periodic cybersecurity assessments.” (See 
FINRA, Report on Cybersecurity Practices, February 2015, at 1-2.). The CFTC’s proposed rules 
are designed to ensure that critical infrastructures regulated by the Commission do the testing 
essential to cyber resilience. 

64. The text of the CFTC’s proposed rule states that implementation of appropriate 
cybersecurity procedures could be a potential requisite for firms’ obtaining cyber 
insurance - why do you feel federal regulation is necessary to preempt potentially adequate 
market ineenfives? 

The CEA requires all derivatives markets, derivatives clearing organizations, and swap data 
repositories to develop and maintain a program of system safeguards and to identify and 
minimize sources of operational risk. The CEA mandates that entities develop and maintain 
automated systems that are reliable, secure, and have adequate scalable capacity for the risks 
involved. The CFTC, therefore, has a statutory responsibility to conduct oversight of the 
cybersecurity of these critical infrastructures. 

In their October 2015 report, the CFTC Office of Inspector General (OIG) described 
cybersecurity issues as an ongoing operational threat to the derivatives industry and an 
immediate challenge to CFTC’s oversight should a disruptive technological event occur in the 
coming year. As such, OIG has identified cybersecurity issues as a “Most Serious” management 
and performance challenge facing the CFTC in FY 2016. Nothing in the proposed rules would 
preempt cybersecurity insurance. 

65. With so many other agencies, including our intelligence and law enforcement 
communities, focusing on enhanced cooperation and information sharing between the 
federal government and the private sector on cybersecurity, how does the CFTC’s 
proposed rule Tit into that picture? 

The proposed rule on System Safeguards Testing is an important step toward enhancing the 
protections in our markets. It builds on our core principles - which already require 
clearinghouses to focus on system safeguards — by setting standards consistent with best 
practices. It requires robust testing of cyber protections, setting forth the types of testing that 
must be conducted, the frequency of testing and whether tests should be conducted by 
independent parties. In addition, it enhances standards for incident response planning and 
enterprise technology risk assessments. 

Our requirements will come as no .surprise to market participants ~ clearinghouses should 
already be doing extensive testing. In many cases the rule sets a baseline that is already being 
met. The proposal complements what we as a Commission already do. We focus on these issues 
in our examinations to determine whether an institution is following good practices and paying 
adequate attention to these risks at the board level and on down. Both the CFTC’s proposed 
cybersecurity testing rules and its regular System Safeguards Examinations of registrants’ 
cybersecurity policies draw on and apply best practice sources provided and used by other 
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financial regulators. 

This includes the National Institute for Standards and Technology (NIST) Cybersecurity 
Framework, the IT examination standards used by the Federal Financial Institutions Examination 
Council (FFIEC), which includes the Federal Reserve, the Federal Depo.sit Insurance 
Corporation (FDIC), the Office of the Comptroller of the Currency (OCC), the National Credit 
Union Administration (NCUA), the Consumer Financial Protection Bureau (CFPB), and state- 
level banking supen'isors — and the Financial Industry Regulatory Authority’s 2015 Report on 
Cybersecurity Practices, as well as others. 

The CFTC also participates actively in ongoing discussions among federal financial regulators 
and major financial sector trade associations including the Securities Industry and Financial 
Markets Association (SIFMA), the Futures Industry Association (FIA), the Financial Services 
Roundtable/BITS, and the American Bankers Association, about ways to foster increased 
coordination and possible use of common terminology and approaches with respect to 
cybersecurity oversight. 

The CFTC coordinates on cybersecurity with other U.S. financial regulators through its active 
membership on the Financial and Banking Information infrastmeture Committee (FBIIC). 

FBIIC is the standing interagency committee through which financial sector regulators cooperate 
and coordinate concerning cybersecurity and critical infrastmeture protection. Led by the 
Department of the Treasury as the Sector Specific Agency for the financial sector, FBIIC 
includes the CFTC, SEC, Federal Reserve, OCC, FDIC, and 12 other federal financial regulators 
and national associations of state Financial regulators. Originally created under the President’s 
Working Group (PWG), FBIIC also assists the Financial Stability Oversight Council (FSOC) 
concerning critical infrastmeture protection issues. 

CFTC participates in and benefits from FBlIC’s effective partnerships on cybersecurity issues 
with federal law enforcement agencies and the intelligence community, and with the private 
sector through its private sector counterpart, the Financial Services Sector Coordinating Council 
(FSSCC), which includes major markets, clearing organizations, and firms across the U.S. 
financial sector. 

66. How is industry reacting to these proposed new regulations? 

The public comment period on the proposed cybersecurity testing mles closed on Febmary 23, 
2016. Nine comments were received concerning the proposed rules for derivatives markets and 
swap data repositories, and eight were received concerning the proposed rules for clearing 
organizations. While the comments requested various adjustments to provisions of the proposed 
mles, they were generally supportive of the mles themselves, and of the need for cybersecurity 
testing in today’s cyber threat environment. 

67. How prepared and equipped arc firms - from the big banks to the small guys - to 
detect, prevent, and withstand the magnitude and sophistication of a major cyberattack 
perpetrated by a well-funded state or non-state actor? 
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As noted in our recent proposed rulemaking on systems safeguards testing, recent studies have 
identified a consistent, growing cybersecurity threat to the financial sector. A survey of 46 global 
securities exchanges conducted by the International Organization of Securities Commissions 
(“IOSCO”) and the World Federation of Exchanges (“WFE”) found that as of July 2013, over 
half of exchanges worldwide had experienced a cyber-attack during the previous year. Indeed, 
cybersecurity now ranks as the number one concern for nearly half of financial institutions in the 
United States. 

While cybersecurity experts generally recognize that the U.S. financial sector is among the best- 
prepared sectors with respect to cybersecurity, more can and should be done. The goal of the 
proposed rule is to increase cyber preparedness on the part of the critical infrastructures regulated 
by the Commission and to help ensure the cyber resilience of these important institutions. 

68. Clearly, these threats are a huge threat to their bottom line and to their end-users and 
protecting their network is certainly in their best interests - so from your perspective, why 
are additional regulations necessary? 

The Commodity Exchange Act (CEA) assigns to the CFTC the responsibility to conduct 
oversight of industry compliance with the CEA, to ensure protection of the public interest and 
foster confidence in the soundness and safety of derivatives markets, which are crucial to the 
U.S. economy. In their October 2015 report, the CFTC Office of Inspector Genera! (OIG) 
described cybersecurity issues as an ongoing operational threat to the derivatives industry and an 
immediate challenge to CFTC’s oversight should a disruptive technological event occur in the 
coming year. As such, OIG has identified cybersecurity issues as a “Most Serious” management 
and performance challenge facing the CFTC in FY 2016. 

The CEA requires all derivatives markets, derivatives clearing organizations, and swap data 
repositories to develop and maintain a program of system safeguards-related risk analysis and 
oversight to identify and minimize sources of operational risk. The CEA mandates that each 
entity must develop and maintain automated systems that are reliable, secure, and have adequate 
scalable capacity, and must ensure system reliability, security, and capacity tlirough appropriate 
controls and procedures. The CFTC therefore has a statutory responsibility to conduct oversight 
of the cybersecuriiy of these critical infrastructures. 

The Commission therefore believes that regulations calling for such testing are an appropriate 
means of enforcing the CEA and ensuring the safety and soundness of these important markets 
and clearing organizations. 

69. How would these regulations impact small firms and businesses - how will they pay for 
it ~ particularly when they^re already struggling to enact minimal safeguards to protect 
and mitigate the damage of cyberattacks? 

The cybersecurity testing rules the Commission has proposed apply only to designated contract 
markets, swap execution facilities, derivatives clearing organizations, and sw^ap data repositories. 
As noted in the text of the proposals, specifically in the section concerning the Regulatory 
Flexibility Act, the proposed rules would not apply to small firms and businesses. 
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Staffing Levels and Union Concerns 

Last year, you spoke very briefly about the CFTC’s ongoing conversation with the National 
Treasury Employees Union. I suppose an organization as large as yours (less than 1,000 
employees) would not be able to successftilly work with its’ employees on pay and benefits on 
an individual basis. Last year, you mentioned that negotiations with the union were ongoing, but 
you submitted a potential breakdown of the increases expected based on the current demands. 

The overall budget for salaries last year would have increased by 1 1 million dollars. 1 was 
hoping to talk a little about those negotiations in light of current budget considerations. 

70. Given your expectations of total funding for the salaries and expenses of the CFTC, do you 
expect to be able to pay for more or less FTE than your budget suggests when the 
negotiations conclude? 

As noted above, as of March 2016, NTEU has not submitted any proposals for pay and benefit 
increases for FY 2016 to the CFTC. We cannot predict what the outcome of those negotiations 
will be or their potential impact to the budget or to FTE levels at this time. 

71. Would that reduction in expected FTE binder your organization’s capabilities? 

Any reduction in FTE levels would negatively impact the Commission’s ability to fulfill our 
regulatory responsibilities. 

72. Do you think the union demands are at cross-purposes with your intention of bringing on 
the ^best and brightest’ to oversee such a complicated market? 

The CFTC’s negotiations with its unions are guided by the agency’s budget constraints and 
mission needs. The Commission would hope that the National Treasury Employees Union, and 
the American Federation of Government Employees support the Commission's goal of having a 
workforce that is of the necessary size and abilities to carry out the agency's mission. 

73. Would the union demands on salary create significant trade-offs in hiring? 

As noted above, as of March 201 6, NTEU has not submitted any proposals for pay and benefit 
increases for FY 2016. Without having a pay and benefit proposal to evaluate from NTEU, the 
Commission cannot project any impacts to the budget or its FTE or staffing levels. However, the 
Commission notes that in addition to the goal of increasing FTE levels, it must remain 
competitive in salary and benefits in order to attract and retain the necessary talent it needs to 
execute its responsibilities. 


Paper Form Submission 

With the increased reliance on technology and the need for more data storage, it seems clear that 
the majority of information in your agency is digital. However, I’m sure a significant amount of 
information on the people that fall under your purview must be recorded and filed using paper 
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forms. 

74. What is the mix of paper forms vs. electronic versions of documents? How are those 
decisions made? 

The Commission ingests over 300 million records daily to support our market and financial 
oversight mission. These records represent information on futures, options, swaps, and swaption 
transactions, events, position, and risk information. The overwhelming majority of data is 
received in an electronic manner. 

Very few sets of data are currently received on paper based forms. On average, we receive 
approximately 10-15 forms per month through either fax, or regular mail. The forms which are 
accepted in this manner are the Statement of Reporting Trader (Form 40), Special Account 
Identification (Form 102), and the Statement of Cash Positions (Form 204 and Form 304). When 
this does occur, data from these documents are hand-entered into our systems. 

We are currently in the process of converting the Statement of Reporting Trader (Form 40) and 
the Special Account Identification (Form 1 02) forms from paper or emailed forms to an 
electronic form as part of the Ownership and Control Reporting (OCR) rule implementation. 

The CFTC is migrating to electronic form filing to lower the burden on commission staff, make 
it easier for reporting entities to provide data, and to provide for greater clarity when reporters 
send their data. The decision to modernize a record format is based on the amount of data we 
receive from the reporting entities and the likely impact on the reporting community, along with 
an understanding of the impact on commission resources of managing an outdated record 
structure. 

75. Is speed of access an issue in determining what is submitted electronically? 

CFTC recognizes that reporting entities will have varying degrees of capability for internet 
access (satellite, broadband, fiber, etc.), and varying degrees of ability to implement electronic 
reporting programs. To that end, the CFTC traditionally offers multiple solutions by which 
reporters can submit their data. 

The ongoing implementation of Ownership and Control Reporting (OCR) provides a good 
example of the ways which we support reporters who have varying levels of technological 
capability, for which speed of access is a concern. Reporting entities have the choice of using an 
on-line form which requires no programming. Reporting entities can also package up their own 
electronic forms using a standard XML based data format. This version of the form is typically 
very compact, and can be transmitted quickly using a low speed internet connection. Forms can 
be submitted to a web page, or they can be transmitted directly to a server at the CFTC. Another 
arrangement supported by CFTC is to allow reporting entities to submit data “on-behalf-of ’ 
other organizations. This allows reporting entities with no technology to remain compliant with 
our needs for electronic data by arranging for a third party to provide the data to us. 
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Speed of access and technological capability is a concern when the CFTC implements its 
reporting processes, and our solutions are tailored to provide the multiple methods of data 
delivery to support compliance by the data reporter, while understanding the varying levels of 
technology available to those reporters. 

76. Are there verification and other concerns with confirming the identity of the person filing 
the document? 

CFTC works to ensure that appropriate security measures are incorporated in our electronic 
filing systems. Commission staff works with regulated entities to confirm whether a user should 
be approved for an account and the type of filings that would be required of that individual. 

Within the CFTC Portal, user accounts are specific to the individual, the regulated entity they 
represent, and the types of filings they intend to submit. Users accessing the system use multi- 
factor authentication (MFA) to verify their identity upon each log-in or account action. The 
CFTC Portal MFA requires knowledge of a user name and password as well as access to the 
phone number associated with the account. 

77. Are there certain forms that are automatically compiled and submitted by the people you 
regulate, or are there unnecessary' redundancies in submission of information? 

Commission staff works to ensure that reporting obligations can be met without duplication of 
effort or redundancies on the part of the reporting community. 

A recent example of eliminating data redundancy took place when some swaps data that was 
being sent to the CFTC by a Swaps Data Repository (SDR) had also become available on the 
SDR’s data portal. The CFTC created software modules to load the data that is retrieved from 
the SDR portal into our local databases for analysis. We then reached out to the SDR and 
requested that they no longer send us the redundant data; the SDR stopped packaging and 
transmitting a special built file for the CFTC. 

Although the CFTC does not prescribe the systems or methods by which industry participants 
generate their data, we do work with industry to implement their reporting obligations with 
standards which encourage automated compilation of data. We choose standards which are a 
natural fit for the technology in use in the participant’s environment. An example of this took 
place with our implementation of Part 20 reporting of physical commodity swaps. With the 
passage of Dodd-Frank, Swap Dealers and Clearing members are required to provide us 
information regarding swaps of certain physical commodities. In discussions with industry it 
was identified that certain reporters had technical expertise in the FPML data standard, and 
others had expertise in the FIXML data standard. As a result, CFTC staff agreed to accept data 
in either standard so that reporting firms would have an easier path towards automatically 
compiling and transmitting data that met their reporting obligation. 


GAO Legal Opinions 
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The Government Accountability Office, the Federal Government’s official decision maker on 
violations of federal appropriations law, has determined that CFTC has violated and 
misinterpreted appropriations law in the past few years on a number of occasions. 

In 2014, GAO ruled that CFTC did not have the ability to transfer funding between its Salaries 
and Expenses and its Information Technology accounts. This was the impetus for furloughing its 
employees and CFTC corrected this recording of obligations. In 2015, you reported two 
violations of the Anti-Deficiency Act. One was related to this transfer authority. A second was 
related to the prohibition of accepting voluntary services in the agency’s Office of the Chief 
Economist. The GAO recently highlighted two more instances of potential violations that stem 
from this Committee’s inquiry into your leasing practices. One is a violation of the Recording 
statute and the other is a potential second violation of the prohibition on accepting voluntary 
services. 

If GAO determines an ADA violation in both of these two latter incidents, then CFTC will have 
violated the ADA on four occasions in just two years. 

78. There seems to be a continued pattern of violating these various statutes at the Commission. 
GAO has identified two potential violations have occurred of the same statute. Can you 
identify what financial controls you have put in place to prevent these critical violations 
from happening again? 

The CFTC takes compliance with all applicable fiscal and appropriations laws seriously and 
appreciates the guidance that GAO has provided. The CFTC is committed to working 
collaboratively with the GAO, the Office of Management and Budget, and Congress to this end. 

Prior to the recent GAO opinion on leasing (B-32242), the Commission received unmodified 
audit opinions for nine years, and had no deficiencies noted in the area of internal controls over 
financial reporting. In July 20 1 5, the Commission submitted two Anti-Deficiency Act reports to 
the President, Congress and GAO. The first reported ADA violation concerned a transfer that 
was made from the CFTC Information Technology (IT) fund (95-1315-1400) to the CFTC 
Salaries and Expense (S&E) fund (95-1314-1400) on May 22, 2013 (FY 2013). The Commission 
did not exceed its overall budget authority in this instance and the transfer was subsequently 
reversed. The agency’s violation resulted from CFTC’s interpretation of complex appropriation 
language that was later deemed incorrect by GAO. The violation was not due to a lack of internal 
financial controls. GAO's view is set forth in a forma! decision, Decision B~325351 - 
Commodity Futures Trading Commission— Fiscal Year 2013 Transfer Authority, issued on April 
25, 2014. As noted in its reporting, the Commission determined that the interpretation of the 
appropriations language, which led to the ADA violation, was not a willful or knowing violation 
of the ADA. The Commission accepted GAO’s opinion; however, 0MB continues to disagree 
that the Commission’s transfer authority was not carried forward by the Consolidated 
Appropriations Act, 2013 and believes that the transfer was not an ADA violation. 

The second reported ADA violation concerned the acceptance of voluntary services from 
academic researchers from January 1, 2010, to February 7, 2013. The CFTC determined that a 
violation of 3 1 U.S.C. § 1 342 (Limitation on Voluntary Services) occurred from September 21 , 
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2012, to November 1, 2012, in account 95-1400 - Salaries and Expenses, CFTC. The violation 
occurred within the Office of the Chief Economist (OCE). As a result, the Commission 
developed and implemented corrective actions including drafting revisions to policies, 
procedures, and processes in March 2015 for the agency’s divisions and its human resources 
branch related to the management processes for obtaining and accepting academic research 
services. This should prevent any future event of this type from reoccurring. 

Additionally, in the B-3 27242 Commodity Futures Trading Commission — Recording of 
Obligations for Multiple-Year Leases, February 4, 2016, the GAO determined that: “[wjhen 
CFTC entered into multiple-year leases, it was required to record an obligation equal to the 
government’s total liability over the term of each lease. Because it did not do so, CFTC has 
violated the recording statute, 31 U.S.C. § 1501(a)(1). CFTC should determine whether the 
failure to properly record these obligations has resulted in the obligation of funds in excess of 
appropriations in violation of the Antideficiency Act.” Commodity Futures Trading 
Commission— Recording of Obligations for Multiple-Year Leases, B-327242 at 16. Additionally, 
GAO concluded that “CFTC should also determine whether it properly provided written notice 
to its contractors to begin performance before accepting services. If it failed to do so, it should 
report a violation of the voluntary services prohibition of the Antideficiency Act.” Id. 

The CFTC does not dispute the determinations made by GAO in B-327242. As required for 
ADA reporting, the CFTC is currently reviewing the terms and conditions of each of its four 
operating leases and their respective amendments, the fiscal years that obligations should have 
been recorded for each lease, how any obligations should be adjusted based on previous lease 
payments, and the impact on the agency budget and accounting records for each relevant fiscal 
year. Once the CFTC has completed its review, the agency will report any ADA violations in 
accordance with 31 U.S.C. § 1351. 

79. Is there an attitude of disregard or complacency that is too widespread at the agency? 

The CFTC takes compliance with all applicable fiscal and appropriations laws seriously. 

As part of this commitment, in FY 2014, the Commission identified the need to strengthen its 
internal controls, and launched a review and update of the existing internal controls program. 

The new internal controls program expands management oversight and reporting throughout the 
agency and implements a programmatic risk-based approach that focuses on financial and 
operational effectiveness and efficiency, including adherence to laws and regulations. This 
approach will ensure the internal controls over financial reporting and operational programs are 
aligned with the government-wide best practices for internal controls, as well as applicable laws 
and regulations. 

80. Could your staff and others at the agency benefit from GAO training on these statutes to 
prevent these instances from occurring in the future? 

The Commission provides training to staff on topics such as ethics, security, cyber-security, 
contracting officer representative responsibilities, and supervisory responsibilities. Staffs are sent 
to specialized subject-matter training related to their duties, including appropriations law 
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training. The Commission is also currently reviewing available appropriations law training 
options for agency management, financial, legal and business staff in order to enhance existing 
knowledge across the agency. Moving forward, the Commission will continue to take steps to 
reinforce the importance of financial management and internal controls throughout the agency. 

Cvbersecuritv Issues 

Chairman Massad, currently over 95 percent of futures transactions across all products occur 
electronically. Additionally, high frequency automated trades account for over 60 percent of 
transactions in the more active future markets. 

In their October 2015 report, the CFTC Office of Inspector Genera! (OIG) described 
cybersecurity issues as an ongoing operational threat to the derivatives industry and an 
immediate challenge to CFTC’s oversight should a disruptive technological event occur in the 
coming year. As such, OIG has identified cybersecurity issues as a “Most Serious” management 
and performance challenge facing the CFTC in FY2016. 

81. Can you please describe the steps the Commission is taking to combat the threat of a cyber> 
attack? 

The CEA requires derivatives markets, clearing organizations, and swap data repositories to have 
in place system safeguard-related programs of risk analysis and oversight with respect to 
cybersecurity, and requires them to maintain automated systems that are reliable and secure. To 
fulfill its oversight responsibilities regarding these important requirements, CFTC has focused its 
efforts in several critical areas: 

We conduct regular System Safeguards Examinations (SSEs) of the cybersecurity programs 
designed to protect these critical infrastructures. SSEs assess key aspects of each program, 
including information security, business continuity and disaster recovery planning and resources, 
systems capacity and performance planning, systems operations, systems development and 
quality assurance, physical security and environmental controls, and enterprise risk management 
and governance. Presently, because of resource constraints, CFTC must limit SSE frequency and 
coverage by focusing SSEs on its more sysiemically important registrants. 

We recently proposed enhanced rules regarding cybersecurity testing. Our proposal seeks to 
make sure that the critical market infrastructure that we oversee — the exchanges, swap execution 
facilities, clearinghouses and swap data repositories — -engage in adequate testing of their own 
protections against cyberattacks and similar technological risks. It builds on our core principles 
- which already require clearinghouses to focus on system safeguards — by setting standards 
consistent with best practices. It requires robust testing of cyber protections, setting forth the 
types of testing that must be conducted, the frequency of testing and whether tests should be 
conducted by independent parties. In addition, it enhances standards for incident response 
planning and enterprise technology risk assessments. Our comment period on this item has 
closed, and while commenters have requested some clarifications and offered some suggestions, 
the proposed rules have elicited generally positive responses. Many commended the Commission 
for taking action and for the principles-based approach that avoids an overly prescriptive 
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regime. 

The recent NFA Interpretation regarding systems security requires all NFA members to have 
appropriate measures to consider the risks and controls. 

Finally, the CFTC coordinates on cybersecurity with other U.S. financial regulators on a regular 
and ongoing basis as outlined in Question #82 below. 

82. To what extent is the Commission coordinating with other regulatory agencies towards 
developing uniform and harmonized approaches towards oversight in this key area? 

CFTC coordinates on cybersecurity with other U.S. financial regulators on a regular and ongoing 
basis through its active membership on the Financial and Banking Information Infrastructure 
Committee (FBIIC). FBIIC is the standing interagency committee through which financial 
sector regulators cooperate and coordinate concerning cybersecurity and critical infrastructure 
protection. Led by the Department of the Treasury as the Sector Specific Agency for the 
financial sector, FBIIC includes the CFTC, SEC, Federal Reserve, OCC, FDIC, and 12 other 
federal financial regulators and national associations of state financial regulators. Originally 
created under the President’s Working Group (PWG), FBIIC also assists the Financial Stability 
Oversight Council (FSOC) concerning critical infrastructure protection issues. 

CFTC participates in and benefits from FBIlC's effective partnerships on cybersecurity issues 
with federal law enforcement agencies and the intelligence community, and with the private 
sector through its private sector counterpart, the Financial Services Sector Coordinating Council 
(FSSCC), which includes major markets, clearing organizations, and firms across the U.S. 
financial sector. 

CFTC has also helped to plan and participates actively in the FBIIC's important Hamilton 
Program series of public- and private-sector tabletop cybersecurity exercises, which has been 
underway since late 2014 and will continue through this year and next year. These exercises are 
bringing together federal financial regulators, law enforcement and intelligence agencies, and 
systemically important financial sector firms, in order to improve the sector’s cybersecurity 
resilience and the communication and coordination needed to respond to today’s cybersecurity 
threat. 

CFTC’s regular SSEs of registrant cybersccurity draw on and apply best practice sources 
provided and used by other financial regulators. This includes the National Institute for 
Standards and Technology (NIST) Cybersecurity Framework, the IT examination standards used 
by the Federal Financial Institutions Examination Council (FFIEC) — which includes the Federal 
Reserve, the Federal Deposit Insurance Corporation (FDIC). the Office of the Comptroller of the 
Currency (OCC), the National Credit Union Administration (NCUS), the Consumer Finance 
Protection Board (CFPB), and state-level banking supervisors — and the Financial Industry' 
Regulatory Authority’s 2015 Report on Cybersecurity Practices, as well as others. 

The CFTC is also participating actively in ongoing discussions among federal financial 
regulators and major financial sector trade associations including the Securities industry and 



153 


Financial Markets Association (SIFMA), the Futures Industry Association (FIA), the Financial 
Services Roundtable/BITS, and the American Bankers Association, about ways to foster 
increased coordination and possible use of common terminology and approaches with respect to 
cybersecurity oversight. 


Cattle Futures and Market Volatility 

Chairman Massad, as you may be aware, late last month, CME Group Inc., one of the world's 
largest option and futures exchanges, implemented controls over cattle futures in response to 
concerns within the cattle industry that high frequency trading was contributing to volatility. 
Specifically, CME implemented caps over how many order updates traders can send in relation 
to the number of trades they actually execute. High-frequency traders, who use computer 
algorithms to execute deals measured in microseconds, have been suspected of causing increased 
volatility in the market. In fact, cattle future price volatility at the end of last year increased to 
the highest levels in ne 2 irly a decade. As a result, cattle futures contracts, once thought of as 
viable risk management tool, are now considered more of a liability than benefit to those 
investors who rely on them most. 

83. As we see greater automation and technological sophistication in the derivatives industry, is 
the CFTC observing a greater presence by high-frequency traders in markets? 

There has been a significant growth in the use of automated and high-frequency trading in the 
last several years as a result of general technological developments such as increased computer 
speeds, and sophisticated programming, coupled with the advent of electronic Central Limit 
Order Books. 

84. If so, is it your opinion that the presence of these types of investors has contributed to 
increased volatility in markets? 

Given the lack of any truly comprehensive study in this area, it is difficult to draw conclusions 
about the impact of Automated Trading Systems on the markets at this time but this is a topic 
worthy of further study. 

Questions Submitted by Congressman Sanford Bishop 
CFTC Whistleblower Program 

According to the Agency’s data, the CFTC Whistleblower Program has spent more on 
administrative costs than awards since the Program’s inception in 201 1 . The Program held $268 
million as of the end of FY20 1 5 and had only paid out two awards, totaling $530,000, in its more 
than five years of operation. 

85. What steps Is the Commission taking to increase awareness of the Agency’s Whistleblower 
Program and increase the effectiveness of this endeavor toward your enforcement mission? 

A variety of activities is contributing to increased aw^lreness of the program. The CFTC recently 
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paid its third (and largest) whistleblower award in an amount exceeding SI 0 million. This has 
generated significant increased awareness of the program. 

The Whistleblower Office (WBO) strives to engage and inform external stakeholders about the 
Commission’s whistleblower program. These stakeholders include potential whistleblowers and 
their representatives, other law enforcement and regulatory agencies, compliance personnel, and 
the general public. On January 21, 2016, the WBO launched its new website, 
www.whistleblower.gov. The site provides information about the whistleblower program, and it 
also allows whistleblowers to provide information to the Commission as well as apply for 
awards. 

Also, staff members from the WBO attend external events, such as trade shows and expos, to 
promote the program. These events are for end users, financial professionals and compliance 
personnel. The WBO also works with the press, such as interviews with the Director, to promote 
the program. The Director of the WBO also regularly attends legal and industry conferences as a 
panelist to discuss the Whistleblower Program. 

The number of tips received by the WBO has increased markedly in the years since the 
program’s inception, and we expect that the amount of money paid out in whistleblower awards 
to also increase in coming years. 


CFTC Audit Opinion 

As you are aware, the Commission’s auditor, KPMG, LLP recently issued a “qualified” opinion 
on the Agency’s financial statements for FY2015. The auditor has cited that accounting 
practices over lease obligations are not in compliance with Generally Accepted Accounting 
Principles (GAAP) as the reason for this opinion. Specifically. KPMG has stated that the CFTC 
has only recognized lease obligations for the current year and not for future years in their 
financial statements. As a result, the CFTC has possibly understated its liabilities by about $212 
million and $194 million in FY2014 and FY2015, respectively. 

86. Chairman Massad, what steps has the CFTC taken to correct this situation and as a result, 
have internal accounting procedures been modified to more correctly align with U.S. 
accounting practices? 

The Commission does follow current accounting standards, but those standards do not address 
budgetary issues, such as recording obligations for leases. There is a general provision in the 
Federal Accounting Standards Advisory Board (FASAB) standards related to obligations that 
states that “recognition and measurement of budgetary resources should be based on budget 
concepts and definitions contained in Office of Management and Budget (OMB) Circulars A-1 1 
[Preparation, Submission and Execution of the Budget] and A-34 [Instructions on Budget 
Execution]” (paragraph 78 in SFFAS 7, Accounting for Revenue and Other Financing Sources 
and Concepts for Reconciling Budgetary and Financial Accounting). 

While the proprietary accounting for leases conformed with generally accepted accounting 
principles (GAAP), the agency is aw'are that its budgetary accounting for its leases may not be 
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consistent with the requirements ofOMB Circular A-li, 31 U.S.C. §1501(a)(l) (the recording 
statute), and certain GAO decisions. Prior to the recent GAO opinion on leasing (B-32242), the 
Commission received unmodified audit opinions for nine years, and had no deficiencies noted 
in the area of internal controls over financial reporting. The Commission is currently 
developing procedures to ensure that leases are properly obligated to reflect current and future 
legal contractual obligation incurred. 




Thursday, February 11, 2016. 

OFFICE OF THE SECRETARY, DEPARTMENT OF 
AGRICULTURE 

WITNESSES 

HON. THOMAS VILSACK, SECRETARY, DEPARTMENT OF AGRICULTURE 
ROBERT JOHANSSON, CHIEF ECONOMIST, DEPARTMENT OF AGRI- 
CULTURE 

MICHAEL YOUNG, BUDGET OFFICER, DEPARTMENT OF AGRICULTURE 

Introduction of Witnesses 

Mr. Aderholt. The subcommittee will come to order. 

Good morning and welcome, everyone, to today’s hearing. 

Our primary goal this morning is to examine the Department of 
Agriculture’s fiscal year 2017 budget, while also reviewing the use 
of funds past and present. 

I would like to welcome our witnesses that are here with us this 
morning: the Secretary of Agriculture, the Honorable Tom Vilsack. 
Thank you for being here. 

He is also joined by Chief Economist for USDA, Dr. Robert 
Johansson. Thank you for your presence. 

And also USDA’s Budget Director, Mr. Mike Young. So good to 
have you all back today. 

Opening Statement — Mr. Aderholt 

This year marks the final year of the Obama administration, its 
last budget request. Like any administration, we have seen a num- 
ber of highs and lows. All in all, you and your team have a positive 
record, and you have reached quite a few milestones during the 
past seven years. 

On the plus side we can appreciate new discoveries made 
through agricultural research, record trade levels, expansion and 
restoration of critical rural infrastructure, a helping hand given to 
the impoverished and to farmers, ranchers, and producers hit with 
temporary crop and revenue losses, and the implementation of two 
farm bills. 

On the flip side, the subcommittee’s work will extend well beyond 
the current Administration. We are forced to look at how we can 
help fix critical programs that still need more attention, such as 
the Rental Assistance Program that serves a vulnerable population, 
including the elderly and the disabled; the critical IT infrastructure 
project still needed by our farmers that is commonly known as 
Modernize and Innovate the Delivery of Agricultural Systems 
(MIDAS); more effective and sensible regulations where necessary; 
a better understanding of obesity and how to get consumers to vol- 
untarily change their behavior; investments in critical infrastruc- 
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ture to get the greatest return on investments and create more 
jobs; and in general, spending bills that are fiscally responsible re- 
fiecting the needs of our federal government and the American peo- 
ple while at the same time protecting the future of American agri- 
culture. 

Basically, I have four primary goals for this subcommittee as we 
move forward on the 2017 appropriations process. The first goal is 
to increase oversight, improve efficiency, and demand more effec- 
tive outcomes for the agency and programs that are within our pur- 
view. 

We will continue to build upon the oversight efforts of previous 
years. The ultimate goal is to improve the agency’s accountability 
of the taxpayer dollar with a focus on results. 

USDA must tighten control for areas subject to large expendi- 
tures with unclear results and where performance tasks or mile- 
stones have not been met, such as is often the case with informa- 
tion technology investments. 

The second goal is ensure the proper alignment of funds with 
core programs and services so that we can keep rural America vi- 
brant. We appreciate the Department’s keen attention to sup- 
porting rural America. There are a wide range of programs in our 
bill that seek to support the diverse rural communities across the 
United States, especially those that are vital to farmers, ranchers 
and producers. 

I want to be sure that we make wise decisions in allocating the 
funds. Parts of rural America are really hurting. A few examples, 
the U.S. net farm income is forecast to decline for the third con- 
secutive year in 2016. 

Second, about two out of three rural counties lost population be- 
tween 2010 and 2014. 

And also. No. 3, poverty remains high. 

And fourth, midway through last year rural employment was 
still 3.2 percent below its pre-recession peak in 2007. 

Many of us on this subcommittee know firsthand that supporting 
rural America is a wise investment in the future of this Nation. 

The third goal for the subcommittee is to provide continued sup- 
port for American farmers, ranchers and producers in both domes- 
tic and the international markets. We will continue to provide the 
funds necessary to promote U.S. agriculture within free and fair 
markets covering all from the beginning farmer and rancher to co- 
operatives representing the many sectors of agriculture. 

As you well know, Mr. Secretary, the United States is one of the 
most highly productive food and agriculture sectors in the world, 
and the U.S. Government plays a unique role in ensuring the sec- 
tor’s vitality. 

A^icultural exports play a crucial part in the U.S. economy, sup- 
porting more than one million jobs and increasing revenue for our 
farmers and also for our ranchers. 

The fourth goal for the subcommittee is to protect the health of 
our people, plants and animals. First and foremost we will support 
food safety and nutrition research for the U.S. consumer. Livestock 
also needs to be healthy. 

As you are well aware, last year we saw the devastating loss of 
nearly 50 million birds due to an outbreak of the “high path” avian 
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influenza, costing the economy well over $1 billion between the 
public and private sector. 

Undergirding these efforts is intramural and extramural re- 
search. 

Lastly, we must support the men and women in the field who 
fight plant pests and disease that are on the front line. 

The purpose of this subcommittee is to meet these goals in a fis- 
cally responsible manner that optimizes the resources we have, 
while ensuring that prosperity for future generations. It is some- 
what concerning that USDA’s budget request includes increases for 
discretionary and mandatory programs that appear to disregard 
the debt crisis facing our Nation. Total program level resources for 
USDA have gone from $175.8 billion in fiscal year 2009 to $225.4 
billion in the President’s fiscal year 2017 request. 

Our government is in debt more than $19 trillion, as we all 
know, and as they say, we need to cut up a few credit cards and 
not sign up for any new ones. The Department is again proposing 
to establish new programs and offices using scarce discretionary re- 
sources. While many of the programs that you identify in the fiscal 
year 2017 budget need to be addressed, I believe that we should 
consider using the tools already available in the tool kit and not 
necessarily create new programs. 

The Administration proposed new mandatory programs outside 
of the 2014 farm bill and the ongoing child nutrition reauthoriza- 
tion process that will not be supported by the fiscal year 2017 ap- 
propriation. For example, your budget proposes $20 million in 
funding for an entirely new program called the Home Visits for Re- 
mote Areas. There are already two programs at the Department of 
Health and Human Services, (HHS), that serve this purpose, the 
first being the Health Resources and Services Administration’s Ma- 
ternal, Infant and Elderly Childhood Home Visiting Program, and 
second, the Administration for Children and Families’ Tribal Home 
Visiting Program. 

Not only does HHS have two similar programs, but USDA has 
a $68 million program called the Expanded Food and Nutrition 
Education Program in every state and territory, serving the very 
same populations. 

The calculations for this final budget become more complex as 
these increases are offset by questionable decreases, such as large 
reductions attributed to operating efficiencies. The savings are jus- 
tified by a few nebulous sentences that cite decreased travel, fuel, 
printing costs that will in the end yield large savings. 

However, these savings have been claimed by the agency in pre- 
vious years and are not likely to produce savings in the amounts 
suggested in the budget request. 

There are programs within USDA’s request that remain high pri- 
orities, such as discretionary funds for the Agriculture and Food 
Research Initiative (AFRI), support for rural development and farm 
program loans and grants, crop protection and pest management 
programs, the Rental Assistance Program, and other such vital ag- 
riculture and rural development programs. 

Let me add I am especially concerned about the major changes 
that are proposed to the crop insurance program. We just had this 
fight last fall, and Congress did the right thing in the end by main- 
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taining the safety net that was established in the 2014 farm bill. 
Farmers will likely endure an estimated drop in net farm income 
of 56 percent from its recent high record of $123.3 billion in 2013 
and, if realized, would be the lowest since 2002 in both real and 
nominal terms. They are experiencing tough economic times with 
sharply decreasing crop prices and a numb^er of natural disasters. 

There are a number of uncertain economic factors in the future, 
yet USDA is proposing to reduce crop insurance by $16.9 billion 
over ten years and make it increasingly difficult for them to secure 
funding. 

I joined with my fellow colleague, Mike Conaway, who chairs the 
Agriculture Committee, in requesting that we do not adversely 
change the rules of the farm bill. 

Chairman Rogers believes that Congress should abide by the 
budget caps that are set in place by the bipartisan Budget Act of 
2015, a total of $1,070 trillion in discretionary spending. With ever- 
more competing needs, I anticipate that the subcommittee’s fund- 
ing will remain relatively flat at best. 

USDA’s budget request largely exceeds the flscal year 2016 en- 
acted funding levels. Today and in the months ahead, we must 
analyze the request and focus on allocating the funding using the 
goals that I have outlined to the most effective, highest priority 
programs. 

So with that, for that little bit lengthy opening statement, thanks 
for bearing with me, but I would like at this time to recognize our 
very distinguished Ranking Member, Mr. Farr from California, for 
any Mr. Farr opening remarks that he may have. 

Mr. Farr. 


Opening Statement — Mr. Farr 

Mr. Farr. Thank you very much, Mr. Chairman. 

And welcome for your eighth time before this committee. 

I just personally want to thank you for your public service. I ad- 
mire you in public service as much as anybody I have ever served 
with because I look at the Department you are running, created by 
Abraham Lincoln to essentially protect the rural America, to dis- 
cover it, to help people live as we made the westward expansion, 
essentially being the Home Ec. Department of how do you live in 
a rural area, how do you create rural water, rural housing; how do 
you hunt; how do you cook; how do you do all of these things that 
needed to sort of move the westward expansion in a successful way. 

And the Department has always been sort of in charge of rural 
America, and in rural America today, we have more poverty than 
anyplace else, and as someone with a background, an orphan, who 
got a good education, became a lawyer, mayor of a small town. 
State legislator. Governor and a Secretary of the agency that really 
is America’s poverty agency because you are the ones; your agency 
is the one that is responsible for making sure that all of those 
unmet needs are the last mile, as they say. 

So I appreciate it and also really appreciate your ability to sus- 
tain yourself. I guess you are the only Secretary that has survived 
all 8 years. 

I am going to go into some of the comments about some things 
that I am interested in, but I also would hope that, Mr. Chairman, 
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perhaps the last thing we could do is, since this is probably the last 
time that I will certainly see you here, the Secretary here, is to tell 
us what he has learned from being a Secretary of 8 years in this 
cabinet, things that might help us in the years out. 

But I want to also thank you. I think your budgets have come 
in balanced and responsible, and in fact, I am really excited at how 
you have targeted rural poverty. You are the President’s sort of 
czar — you cannot use that word anymore — but the person in charge 
to look at the poverty picture in a big way rather than just in a 
siloed way in one department or another, but look at the whole pic- 
ture. 

As I understand it, Mr. Chairman, this budget is coming in $300 
million less than what we enacted last year on the discretionary 
side, and I am a little concerned about why we are cutting it. Well, 
we will find out. 

But I also would like to thank you because you have done some- 
thing a lot of my growers particularly in California, rice growers, 
grape growers, wine grape folks, are really interested in: doing 
trade with Cuba, and you took the bold action of taking Members 
of Congress to Cuba, opening up a foreign attache service in our 
embassy there, our newly opened embassy, and I really, really re- 
spect that, and I am glad you have taken the leadership to do that. 

We have over 100 crops in just my county alone. You have seen 
those. We have a $4.8 billion ag. industry, and those crops are cer- 
tainly more than we can consume locally, and we are looking for 
as many markets as possible, and I think you have done a great 
job in helping us get access to those new markets, and I have sup- 
ported your trade bills as well. 

Speaking of the Southern Hemisphere, many members of this 
committee are probably tired of hearing it, but I was a Peace Corps 
volunteer in the early 1960s, one of the first to go to Colombia. I 
lived in a very large barrio in a city called Medellin which nobody 
had ever heard of then. It was not a country with drug problems 
or anything, but it was certainly a country full of poverty. 

And when you live in poverty, you realize that people in poverty 
have no choices. You are so poor you do not have a choice of what 
clothes you are going to put on. You do not have a choice of what 
you are going to eat at a meal. It is the same thing every single 
day. You do not have access to health care. You are sick or have 
a broken leg. It does not get fixed. You die if you are a young kid, 
and then they bring the baby to your door and want to borrow 
money to bury it properly. 

And so, you know, my first month in Colombia I saw more things 
that I had never imagined that I would have seen and lived with. 
But one of the things you learn about poverty is that people do not 
have a choice because they do not have the ability when they can- 
not read and write to get a job. If they do not have access to food, 
it is starvation. It is how do you seek that. 

And I think sometimes we think because in America we do a 
good job of sort of covering up poverty, we have access to clothes. 
You can choose what you wear because there are a lot of give-away 
programs at our churches for clothing and so on like that. We do 
have an extensive feeding program. So you get access to food. You 
have choices. 
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But at the same time we do not realize that the mentality, that 
culture of poverty is just like it is in other parts of the world. And 
that is why I really appreciate your zeroing in, particularly from 
your rural background in Iowa about the need to reach out and 
give every single child a start because if you have a chance, if you 
have a safe place to live, you have access to education, and you 
have some food that you can eat and have nutrition so that you are 
not hungry in school so that you can learn, and all those things 
that this Department does, if you have those things, you have got 
a chance and a good chance in America. And you are a model of 
that chance. 

So I really appreciate that you are looking at how we revitalize 
the War on Poverty. We spent a lot of money on it, and you know, 
what I have heard from you, that it has not fixed the problem. 

So I am glad that this budget maintains the Supplemental Nutri- 
tion Assistance (SNAP) Program, the Special Supplemental Nutri- 
tion Program for Women, Infants, and Children (WIC) Program, 
the Summer Electronic Benefit Transfer (summer EBT) Program 
for children, and that these are basic proved programs that help 
lift people out of hunger, out of food insecurity and can focus them- 
selves then on other life enhancing activities. 

So these safety net programs, I hope, will never slip and I would 
love to hear your opinions on how we can better meet that goal. 

Mr. Aderholt. Thank you, Mr. Farr. 

Also we have been joined by the chairman of the full Appropria- 
tions Committee, Chairman Rogers, and I would like to recognize 
him at this time for any comments he would like to make. 

Opening Statement — Mr. Rogers 

The Chairman. Thank you, Mr. Chairman. Mr. Secretary, gentle- 
men, ladies, welcome. We appreciate your being here. 

Let me start off, Mr. Secretary, by thanking USDA for its tre- 
mendous work to help farmers and rural communities in my region 
and across the country. Of course, as you know, because you have 
been there, in eastern Kentucky we are working on a Regional 
Community Development Initiative known as SOAR, Shaping Our 
Appalachian Re^on. 

Since the beginning of that group 2 years ago, USDA programs 
such as the Rural Development Community Facilities Loan Pro- 
gram and the Business and Industry Guaranteed Loan Program 
have played an important role in retaining existing businesses and 
building new ones. 

I also note your continued support for the Single Family Direct 
Loan Program. I was pleased to see the budget proposal main- 
tained level funding for that program which helps many of the 
poorest in rural America achieve their dream of owning a home. 
The equity rural families build in their homes can be used to create 
financial stability for generations to come. 

In addition, Mr. Secretary, you have also recently taken on a new 
responsibility, I think, of very critical importance. Having been ap- 
pointed by President Obama to lead an effort to address the prob- 
lem of heroin and other opiate abuse in rural communities. As you 
are aware, I am sure, my district has felt the scourge of prescrip- 
tion drug abuse for more than a decade. 
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I look forward to having another warrior on the battlefield as we 
continue to fight to save lives. 

I also want to express my sincere gratitude to you for agreeing 
to speak on this issue at the Fifth Annual National Prescription 
Drug Abuse and Heroin Summit in March in Atlanta. 

Those are the good news things I wanted to mention to you. 
There are a couple of things that I am not too happy about. In a 
year when we are going to be faced with some really tough deci- 
sions about where to spend money, very, very limited money, and 
not, it is difficult to understand why the administration has pro- 
posed funding such a large number of new discretionary programs. 
We are having trouble funding the ones that already are here and 
are working. 

Many of these new programs, such as the Rural Corps and the 
Home Visits for Remote Areas seem to me to be duplicative of pro- 
grams already offered by USDA. With so many successful programs 
already struggling with tight budgets, it seems to me that now is 
not the time to be muddying the waters with additional initiatives. 

Another disappointment in the budg:et request is the reduction in 
the business and industry loan authority. That program guarantees 
loans for rural businesses which allows private lenders to provide 
more affordable financing for companies in rural areas. 

This program has helped create new jobs in my region by helping 
companies secure the financing they need to establish, expand and 
modernize rural businesses. I hope you will shed some light on 
your intentions in reducing that loan authorization as you appear 
with us today. 

Mr. Secretary, thank you for being here with us. Thank you for 
coming to my district several times and being very helpful in our 
efforts to help the people in eastern Kentucky. 

Thank you. I yield back. 

Mr. Aderholt. Thank you. Chairman Rogers. 

And as has been said, Mr. Secretary, we do appreciate your serv- 
ice not only to the Department of Agriculture, but also your public 
service in general. So we do appreciate your service and also being 
here. 

Without objection, your entire written testimony will be included 
in the record, and at this time, we would like to recognize you for 
your opening statement and your comments, and then we will pro- 
ceed with the questions. 

Secretary Vilsack. 

Opening Statement — Secretary Vilsack 

Secretary Vilsack. Mr. Chairman, thank you very much for the 
opportunity to be here today, and I want to thank you and Chair- 
man Rogers and Ranking Member Farr for your comments today 
and for the courtesies that you have extended to me and to the De- 
partment throughout the time I have been Secretary. 

I have been proud of the work we have done at USDA and will 
continue to be proud so long as I have this job. 

Representative Farr asked for me to opine about what I have 
learned in this job, and one thing I have learned is that my open- 
ing statement has very little influence on the budget. So I will try 
to be concise and focus really on the future and particularly four 
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items in our budget, three of which this committee will deal with, 
one of which is outside of this committee’s jurisdiction, but incred- 
ibly important to the future of rural America and our natural re- 
sources. 

I would sincerely hope that this committee would take very seri- 
ously the request that we have made to have a physical presence 
in Cuba. The opportunity for us to have individuals in Cuba to set 
the stage for resumption of trade is critically important because 
there are a number of preliminary matters that have to be ad- 
dressed before trade can be reopened. 

Before the embargo is lifted, it would be helpful, in my view, for 
us to be able to deal with the technical aspects of a resumed trade 
relationship. This is a market that American agriculture should 
dominate. It currently does not for many reasons, but one of the 
reasons is that we simply do not have anyone there promoting 
American agriculture. 

And as you know, the embargo makes it more difficult for us to 
use the promotional resources that are available for other countries 
and trade relationships. 

So I would hope that the committee would take that request seri- 
ously. 

You mentioned the importance of research. Let me underscore 
the significance of research. This budget obviously suggests, 
through discretionary and mandatory resources to adequately and 
fully fund the AFRI Competitive Grant Program. During the course 
of the time I have been Secretary, our research has resulted in over 
900 new inventions, over 450 new patents, over 800 patent applica- 
tions. It is a tremendous opportunity for us to pave the way for a 
more productive and profitable future for our farmers and our 
ranchers and for rural America. 

And it is essential in the context of a changing climate and some 
of the pests and diseases that we are currently confronting that we 
continue to invest adequately and fully in research. 

Also, it is my view that we need to continue to invest in the fu- 
ture of our children. The reality is that we do a terrific job, I think, 
in reference to providing nutrition for youngsters during the school 
year. Over 30 million youngsters benefit from this program. Twen- 
ty to 21 million of them are free and reduced lunch kids. 

The unfortunate circumstance, however, is when they leave 
school for summer vacation, only 3.8 million of those youngsters re- 
ceive assistance and help through a summer feeding program. 

That is why the President has requested in this budget that we 
create a pathway to full coverage for these youngsters who are 
struggling, for families who are struggling, particularly in rural 
areas, and I would hope that you would take a serious look at the 
summer feeding proposal that is contained in this budget. 

Finally, I think it is absolutely essential that this Congress fi- 
nally fix the fire budget once and for all. It is a drain on our fire 
budget. It is a drain on our Forest Service budget, and it is, frank- 
ly, a drain on all the other aspects of our budget. 

I would note in conclusion that the total discretionary request 
from this budget is below what was enacted in 2016, and as impor- 
tantly, is below by over $1.8 billion what was enacted in 2010, the 
first full year that our President submitted a budget. So I think we 
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have been fiscally responsible. We have saved money. We will con- 
tinue to save money. 

We are also saving time. We have a very aggressive process im- 
provement effort at the USDA. Every mission area is required to 
have two major process improvement projects. To date over 320,000 
hours of time have been saved, over $65 million of savings to the 
budgets, and nearly $45 million to our customers. 

That process will continue as long as I am Secretary, and hope- 
fully it will continue beyond. 

Mr. Chairman, I am extremely proud of the men and women who 
work at USDA. I think they do an amazing job. We have fewer of 
them than we did when I first started this job, but yet we are doing 
record levels of work. 

And I look forward to the questions from the committee to am- 
plify on the record and on the future of USDA. 

Thank you. 

[The information follows:] 
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statement by 
Thomas J. Vilsack 
Secretary of Agriculture 

Before the Subcommittee on Agriculture, Rural Development, 

Food and Drug Administration, and Related Agencies 
Committee on Appropriations, U.S. House of Representatives 
February 25, 2015 

Mr. Chaimian and distinguished members of this Subcommittee, 1 appreciate the 
opportunity to appear before you to discuss the Administration's priorities for the Department of 
Agriculture (USDA) and provide you an overview of the President’s 2016 budget. Joining me 
today are Robert Johansson, USDA’s Acting Chief Economist, and Michael Young, USDA’s 
Budget Officer. 

The President’s budget strengthens the middle class and helps America's hard-working 
families get ahead in a time of relentless economic and technological change. Investments made 
by USDA w'ork together to support the most productive agricultural sector in the world, attract 
and retain a talented labor force, improve connectivity and access to information in rural 
communities, move more American-grown products to market, and make rural communities 
places where businesses — farm and non-farm alike — want to innovate, grow, and create more 
good paying jobs. These investments reward hard work, generate rising incomes, and allow 
everyone to share in the prosperity of a growing America. 

In the past six years, USDA assisted more than 900,000 rural families to buy or refinance 
a home, helping 146,000 rural Americans become homeowners in fiscal year (FY) 2014 alone. 
Since 2009, we have invested a total of $48.3 billion in new or improved infrastructure in rural 
areas, which helped 15.7 million rural residents get access to clean drinking water and better 
waste water disposal. Modernized electrical service was delivered to more than 5.5 million 
subscribers. More than 21,000 grants and loans helped approximately 89,000 rural small 
businesses grow, creating or saving an estimated 418,000 jobs between FY’s 2009 and 2014. 

We have also continued our StrikeForcc Initiative, which represents a broad commitment 
to increase investments in poverty-stricken rural communities through intensive outreach and 
stronger partnerships with community organizations. Since the inception of StrikcForee in 2010, 
USDA has partnered with almost 500 community and faith-based organizations, businesses, 
foundations, universities and other groups to support 109,000 projects w'ith almost $14 billion in 
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investments in rural America. We are providing a pathway to success and expanding the middle 
elass. 

Critical to our efforts is the 2014 Farm Bill, which enhanced the array of authorities and 
resources to improve agricultural productivity, to strengthen the foundation for helping rural 
communities prosper, to enhance the resiliency of forests and private working lands, and to 
ensure access to a safe, diverse and nutritious food supply. Fanners, ranchers and those working 
in supporting industries maintain an agriculture sector that has seen strong growth over the past 
six years. Agriculture and agriculture-related industries account for about $775.8 billion in 
economic activity, support one out of every 1 1 jobs in the economy, and help to maintain 
vibrant, thriving rural communities. 

The Department has completed implementation of many new Farm Bill authorities. This 
includes major new safety net programs providing certainty to American agricultural producers 
going into the 2015 crop year. We have made available nearly $4.6 billion in eritical assistance 
to producers across the country since sign-up for the disaster programs began on April 15, 2014. 
Significant new crop insurance protections were also made available, America’s new and 
beginning farmers and ranchers, veteran farmers and ranchers, and women and minority farmers 
and ranchers were given improved access to credit. 

In FY 2014. exports of U.S. food and agricultural products .set a new' record, reaching 
$152.5 billion and supporting nearly one million jobs here at home. Agricultural exports have 
climbed more than 58 percent in value since 2009, totaling $771 .7 billion over the past five 
years. Agricultural exports have increased in volume, demonstrating an increasing global 
appetite for American-grown products. Between 2009 and 2014, more than 6,000 U.S. 
companies participating in USDA-endorsed trade shows reported total on-site sales of more than 
$1.3 billion and more than $7.2 billion in 12-month projected sales. Rural exports support farm 
income, which translates into more economic activity in rural areas. In 2012, each dollar of 
agricultural exports stimulated another $1.27 in business activity. As requested by the President, 
we need trade promotion authority to protect our workers, protect our environment, and open 
new markets to products stamped “Made in the USA.” 

USDA is also helping producers tap into growing consumer demand for locally-grown 
and organic food, USDA data indicate that local food sales totaled at least $6.1 billion in 2012. 
Demand for organic food products also continues to grow and this sector now accounts for $35 
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billion in annual U.S, sales. In 2013, the National Organic Program helped an additional 763 
producers become eertified organie, an increase of 4.2 pereent from the previous year. 

USDA’s investments support strong local and regional supply chains and the rural jobs 
that come with them. Sinee 2013, USDA has made over 875 investments in local food 
infrastrueture and direet marketing opportunities to help connect farmers and eonsumers and 
create jobs all along the supply chain for local food. In addition, USDA has made expanding 
SNAP recipients’ access to fresh fruits and vegetables through farmers markets a priority in 
reeent years. In 2008, about 750 farmers markets and direct marketing farmers accepted SNAP. 
As of January 2015, over 5,300 participated in markets accepting SNAP. 

USDA continues to work with land-grant Universities to deliver science-based 
knowledge and practical information to farmers, ranchers and forest landowners to support 
decision-making, innovation and economic opportunity, USDA leverages its research by making 
data more widely available. In 2014, 60 new cooperative research and development agreements 
were executed, 1 19 patent applications were filed, 83 patents were received, and 412 income- 
bearing license agreements were in effect. As authorized by the Farm Bill, USDA created the 
$200 million Foundation for Food and Agriculture Research, which will advance the research 
mission of the Department and foster collaboration w'ith public and private research efforts. 

Advances in biotechnology require thorough review by USDA before being approved, a 
practice commonly call deregulation. USDA needs to complete its review in a timely manner to 
facilitate planning and adoption of new technologies. To addrc-ss this need, in 2012, USDA 
streamlined and improved the process for making determinations on petitions involving 
biotechnology. Because of the enhancements, we reduced the length of the petition review by 
over 600 days for petitions that do not require an environmental impact statement (EIS). USDA 
estimates that the cumulative number of actions taken to deregulate biotechnology products 
based on a scientific determination that they do not pose a plant pest risk will increase from a 
cumulative total of 87 actions in 201 1 to an estimated cumulative total of 1 19 actions in 2016. 

USDA’s conservation efforts have enrolled a record number of acres in programs that 
have saved millions of tons of soil, improved water quality, preserved habitat for wildlife and 
protected sensitive ecological areas. To accomplish these goals, USDA has expanded beyond its 
traditional conservation programs and partnered with a record number of farmers, ranchers and 
landowners on landscape-scale conservation projects since 2009. As an example, under the 



169 


newly authorized Regional Conservation Partnership Program (RCPP), USDA funded 1 1 5 
projects that will build on the results achieved by USDA’s traditional programs. RCPP 
empowers communities to set priorities and lead the way on conservation efforts important for 
their region. Such partnerships also encourage private sector investment so we can make an 
impact that's well beyond what the Federal government could accomplish on its own. 

USDA continues to lead the way for renewable energy by supporting the infrastructure 
needed to grow the new energy economy. In 2014, more than 500 new awards under the Rural 
Energy for America Program helped USDA to reach a milestone of adding more than 8,000 
projects betw'een 2009 and 2014. Currently, REAP funds atotal of 10,800 projects around the 
country to help producers and rural businesses save energy and increase their profitability. To 
support farmers producing biomass for renewable energy, USDA offered insurance coverage for 
farmers growing biofuel crops like switchgrass and camelina, and we are helping identify 
American farmland most suitable for growing energy crops. Under expanded authority provided 
by the 2014 Farm Bill, we are working to expand the number of commercial biorefmeries in 
operation that produce advanced biofuels from non-food sources through the Biorefinery 
Assistance Program. We also look new steps to support biobased product manufacturing that 
promises to create new jobs across rural America — including adding new categories of qualified 
biobased products for Federal procurement and establishing reporting by Federal contractors of 
biobased product purchases. 

Combating foodbornc illness is one of our top priorities. In 2013, the Food Safety and 
Inspection Service (FSIS) developed the Salmonella Action Plan that outlines the measures FSIS 
will employ to achieve lower contamination rates in agency regulated products. The Plan 
includes strategies, such as the newly developed performance standards for ground poultry and 
chicken parts that will reduce illnesses. In addition, the recently implemented poultry inspection 
sy.stem will prevent an additional 5,000 foodborne illnesses each year through the improved 
control of Salmonella and Campylobacter. 

The Administration strongly supports the Supplemental Nutrition Assistance Program 
(SNAP) and other critical programs that reduce hunger and help families meet their nutritional 
needs. SNAP is the cornerstone of the Nation’s nutrition assistanee safety net, touching the lives 
of millions of low-income Americans, the majority of whom are children, the elderly, or people 
with disabilities. SNAP kept over 5 million people, including nearly 2.2 million children, out of 
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poverty in 2013. Recent research has shown that SNAP not only helps families put food on the 
table, but it has a positive long-term impact on children’s health and education outcomes. We 
also support the ongoing implementation of the Healthy, Hunger-Free Kids Act. Over 90 percent 
of schools report that they are successfully meeting the new nutrition standards, serving meals 
with more whole grains, fruits, vegetables, lean protein and low-fat dairy, and less sodium and 
fat. 

We must continue our efforts to address the challenges that continue to confront rural 
America. The 2016 budget builds on our success and proposes a set of investments to spur 
innovation, create new markets and job opportunities, enhance climate resiliency, improve access 
to a safe, nutritious food supply, and modernize infrastructure. 

USDA’s total budget for 2016 we are proposing before this Subcommittee is 
$144 billion, of which approximately $124 billion is mandatory funding. The majority of these 
funds support crop insurance, nutrition assistance programs, farm commodity and trade programs 
and a number of conservation programs. The budget includes mandatory funds to fully support 
estimated participation levels for the Supplemental Nutrition Assistance Program (SNAP) and 
Child Nutrition programs. For discretionary programs of interest to this Subcommittee, our 
budget proposes $20 billion, approximately $908.5 million above the 2015 enacted level. That 
level fully funds expected participation in the Special Supplemental Nutrition Program for 
Women, Infants, and Children. It includes the funding needed to meet our responsibility for 
providing inspection services to the Nation’s meat and poultry establishments. The budget also 
includes over $1 billion to renew approximately 255,000 expiring contracts for rental assistance 
and includes new authorities to ensure the long term sustainability of this program. 

Agriculture is an engine of growth and prosperity, directly or indirectly supporting 
16 million jobs. The 2016 budget provides a strong farm safety net and makes investments to 
meet challenges of a competitive global market, changing climate, and making agriculture a 
reality for new and beginning farmers. The budget proposes a loan level of about $6,145 billion 
for direct and guaranteed farm ownership and operating loans, 85 percent of which will be made 
to beginning farmers and ranchers and socially disadvantaged producers. The budget also 
includes about $4 million to help new and beginning farmers and ranchers overcome the barriers 
they face when entering agriculture. In addition to providing funding to establish a Military 
Veterans Agricultural Liaison as authorized by the 2014 Farm Bill, the budget also establishes a 
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$2.5 million program to help veterans develop farming and ranching skills needed to become 
producers. 

The rural economy will be even stronger because of the investments in rural 
infrastructure made by USDA. We will make over $1 billion in investments in rural businesses 
estimated to provide approximately 32,000 jobs in rural areas. Over $2.2 billion targeted to 
community facilities will expand educational opportunities for students, facilitate delivery of 
affordable health care, and ensure the availability of reliable emergency services. Funding for 
broadband is more than doubled. Through a pilot called Rural Corps, USDA will work in 
partnership with local organizations to deploy highly trained staff and increase the likelihood that 
investments in infrastructure and economic development are strategic, creating jobs and long- 
term economic benefits. In 2016, USDA will provide over 170,000 rural residents the assistance 
needed to become homeowners by making available nearly $25 billion in loans to increase 
housing opportunities in rural area. Approximately $900 million in direct loans will ensure that 
the very-low and low-income borrowers with the ability to repay mortgage debt are provided 
with a vehicle to access mortgage financing for homes located in rural areas. 

Despite these investments, 85 percent of America's persistent poverty counties are in 
rural areas and rural childhood poverty rates are at their highest point since 1986. To address this 
need, $20 million is provided for a Rural Child Poverty initiative, which would support 
innovative strategies to combat rural child poverty through a demonstration program. 
Additionally, funding is more than doubled for the Community Facilities Grant Program, which 
enables USDA to support investments'in high-need areas and also leverage partnerships aimed at 
reducing child poverty, such as co-locating healthcare, nutrition assistance, and job-training 
programs. . In both cases, this funding will be used in rural areas experiencing severe economic 
distress, such as StrikeForce, Promise Zones, and Tribal areas. 

Access to a plentiful supply of safe and nutritious food is essential to the well-being and 
productivity of all Americans. As many as 200,000 families with children could benefit each 
year, beginning in the summer of 2016, from the proposed expansion of summer EBT 
demonstration projects, including $67 million to support the second year of the Summer 
Electronic Benefit Transfer (EBT) pilot to reduce food insecurity among urban and rural children 
during the summer months when .school meals are not available. The budget also includes $35 
million in school equipment grants to aid schools in serving healthy meals and provides 



172 


continued support for other school-based resources. The budget proposes an additional $25 
million to bolster SNAP Employment and Training programs, which will allow some of our 
nation’s poorest individuals to work toward self-sufficiency and continue to receive critical food 
assistance while doing so. Nationwide, USDA estimates that 23.5 million people, including 6.5 
million children, live in low-income areas without easy access to a supermarket. To expand 
access to nutritious foods, the budget invests $13 million in a newly authorized Healthy Food 
Financing Initiative that will provide funding for developing and equipping grocery stores and 
other small businesses and retailers selling healthy food in communities that currently lack these 
options. Americans will be better protected from foodbome illness with nearly 23,000 fewer 
iltnes.ses projected in 2016 from 2014 as aresult of improved food inspection. 

Food for Progress and the McGovem-Dole International Food for Education and Child 
Nutrition Program will continue to provide benefits to millions of people overseas. These 
programs have helped to engage recipient countries not only by delivering food assistance, but 
also by fostering stronger internal production capacity and infrastructure, generating 
employment, boosting revenue, and developing new markets and productive economic 
partnerships. The budget provides $20 million to support the local and regional procurement of 
food aid commodities for distribution overseas to complement existing food aid programs and to 
fill in nutritional gaps for targeted populations or food availability gaps caused by unexpected 
emergencies. Also, the budget proposes the authority to use up to 25 percent of Title II resources 
for these types of flexible emergency interventions that have proven to be so critical to effective 
responses in complex and logistically difficult emergencies. 

USDA research plays a key role in fostering innovation and advancing technologies that 
increase the efficiency, sustainability, and profitability of American agriculture. Economic 
analysis finds strong and consistent evidence that investment in agricultural research has yielded 
high returns per dollar spent. The budget includes an increase of $125 million for the Agriculture 
and Food Research Initiative. Funding for USDA’s role in Federal efforts combatting anti- 
microbial resistant bacteria and improving pollinator health totals $77 million and $79 million, 
respectively. As part of the Administration’s multi-agency initiate to support continued 
investment and innovation in the manufacturing sector, the budget also includes $80 million to 
support two new Federal-private manufacturing institutes, with one dedicated to advanced 
biomanufacturing, while the other will focus on development of nanocellulosics. Investments to 
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upgrade the Department's aging laboratory infrastructure include $206 million to fully fund five 
priority construction and renovation needs, as identified in the Congressionally-mandated report 
issued by the Department in 2012. 

To enhance resilience to climatic events, the budget provides $200 million for the 
Watershed and Flood Preventions Operations (WFPO) to help communities adapt to changing 
natural resource conditions and climate change, and to minimize the impacts of natural disasters, 
including coastal flooding. USDA will utilize the broad authorities of WFPO to help 
communities create more resilient infrastructure and natural systems. 

To protect the integrity of the programs we administer, we continue to work aggressively 
to identify and eliminate waste, fraud, and abuse. Program integrity is critical to the overall 
success of the programs we administer and funds must be used properly to earn America’s trust 
that these programs deliver results while protecting taxpayer dollars. The budget builds on 
existing efforts and provides strategic increases, including an increase of $14.5 million to 
automate and streamline reporting, increase operational efficiency, reduce improper payments, 
and otherwise enhance program integrity for Child Nutrition Programs. The budget requests an 
additional $4 million to ensure that States are meeting the highest standards of program integrity 
in administering SNAP. The budget also includes $2.1 million for the Risk Management Agency 
to enhance regulatory compliance, with a focus on improving error rate sampling for improper 
payments. 

While providing record levels of service to rural America, USDA has improved 
management operations. Through the Blueprint for Stronger Service, USDA has taken proactive 
steps in recent years to reduce spending, streamline operations and cut costs. Our savings and 
cost avoidance results for the American taxpayer through the end of FY 20 1 4 were recently 
revised upward to $1,368 billion from the previous $1,197 billion figure reported in January 
2014. 1 appreciate the Subcommittee’s approval of authority allowing the Department to 
establish a nonrecurring expense fund for facilities infrastructure capital acquisition. This fund 
will provide much needed resources in future years for USDA’s infrastructure modernization. 

The President is again asking Congress for authority to submit fast-track proposals to 
reorganize or consolidate Federal programs and agencies to reduce the size of Government or cut 
costs. Granted the authority, the Administration is proposing to consolidate the FSIS and the 
food safety components of the Food and Drug Administration to create a single new agency 
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within the Department of Health and Human Services. The President also proposes the 
consolidation of certain business programs in a new department dedicated to promoting U.S. 
competitiveness and exports. 

The Farm Bill included several reforms to the Federal crop insurance program; however, 
there remain further opportunities for improvements and efficiencies. The President’s 2016 budget 
includes two proposals to reform crop insurance, which are expected to save $16 billion over 10 
years. This includes reducing subsidies for revenue insurance that insure the price at the time of 
harvest by 10 percentage points and reforming prevented planting coverage, including 
adjustments to payment rates. These reforms will make the program less costly to the taxpayer 
while still maintaining a quality safety net for farmers. 

1 believe that the future is bright for America and in particular for rural Americans. The 
investments we make today are having an impact and creating a future full of opportunity. The 
budget presented to you will achieve the President’s vision for the middle class by restoring the 
link between hard work and opportunity and ensure that every American has the chance to share 
in the benefits of economic growth. At this time, 1 will be glad to answer questions you may have 
on our budget proposals. 



175 


Mr. Aderholt. Thank you, Mr. Secretary. 

As we are beginning the questioning portion of the hearing and 
we are starting our hearing process for all of our subcommittees, 
and with 12 subcommittees that are taking place Chairman Rogers 
has the responsibility to bounce around various subcommittees dur- 
ing the day, and as you know, we are on such an aggressive sched- 
ule to make sure that we move forward in a timely manner. We 
are in the midst of that. 

So I want to turn to Chairman Rogers in the beginning here and 
let him ask any questions that he may have in case he needs to 
slip on to another subcommittee afterwards. 

DRUG ABUSE IN RURAL AMERICA 

The Chairman. Mr. Chairman, thank you very much. That is 
very nice of you, and it is true we have 12 subcommittees. We are 
trying to have over 100 hearings early this spring in order to try 
to get these bills to the floor, each one of them separately during 
the year, even though it is a truncated year because of the elec- 
tions, conventions, and the like. So thank you, Mr. Chairman, for 
that courtesy. 

Mr. Secretary, I know that your family along with most families 
in the country have experienced the struggles of both addiction and 
recovery from drug abuse, prescription drug abuse mainly, and now 
heroin. 

My district, my area of Kentucky has suffered greatly and early 
on with OxyContin addiction. I was going to emergency rooms al- 
most every night seeing young people die for no reason, and I know 
that practically every family in the country is suffering from some 
contact with the problem. 

I was very pleased to see in January the President appointing 
you to head up a new initiative addressing that problem, the prob- 
lem of heroin and opioid use in rural communities. You have 
chaired the White House Rural Council since 2011. 

Tell us how you think the problem is different in rural America 
from urban America. Is there a difference? 

Secretary ViLSACK. Mr. Chairman, I think there is a significant 
difference. First, it has to do with the individual who may be tak- 
ing pain medication and realizes that heroin is less expensive than 
the pain medication and transitions to heroin. 

It is difficult, I think, in the context of rural America where we 
value independence, where we value basically self-reliance for any- 
one to acknowledge and to admit that they have got a problem, or 
for those who are loved ones, to admit that a loved one has a prob- 
lem. So it starts with that. 

There is a sense of isolation in rural America and in many re- 
mote areas in terms of the ability to access services. Seventy-six 
percent of the shortages in mental illness and substance abuse 
services are in rural areas. So even if you want to have help, you 
cannot find help. 

And then finally, to the extent that you find the faith and the 
confidence and the courage to begin anew, you have to have sup- 
port. You have to have the ability to visit with others who are 
struggling just as you are on a day-to-day basis, and the commu- 
nities are not equipped to provide the level of support, recovery 
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support long term, which is why I think it is going to he important 
to engage the faith based community, in particular, in creating an 
environment in which AA meetings and Narcotics Anonymous 
meetings and so forth can take place. 

There is an absence of that in rural communities. So you start 
with the individuals. You lack services and you lack the recovery 
support over the long term. 

It makes it much more difficult, I think, in my view, which is the 
thing the President expressed to me and the concern that he has 
and that I share, is that the mortality, and I will finish with this, 
the mortality rate in every major country in the world today is 
going down. In other words, people are living longer. In urban and 
suburban America, people are living longer. 

White males in rural America are dying at a younger age, and 
they are dying because of poisoning and suicide, and all of what I 
talked about, I think, feeds into that tragic, tragic response and re- 
action. 

The Chairman. It is tragic. I started an organization in my dis- 
trict 12 years ago called UNITE, Unlawful Narcotics Investiga- 
tions, Treatment, Education, a holistic approach. We cannot arrest 
our way out of the problem. We cannot teach our way out of the 
problem. We cannot educate our way out of the problem, but we 
have got to do all of those things at the same time. 

Do you agree with that? 

Secretary ViLSACK. Yes, sir. 

The Chairman. What does the federal government have in the 
way of help to help communities establish that holistic approach to 
the problem? 

Secretary ViLSACK. Well, the CDC has a grant program that is 
focused on prevention. There is also within the Health and Human 
Services budget resources to provide and expand behavioral service 
centers. Hopefully some of those resources will be directed to rural 
areas. 

Obviously, the Department of Health and Human Services can 
also provide resources for the expansion of medications that can 
help in overdose situations. 

And we can encourage the medical community to engage with us 
in medication-assisted treatment. I think the USDA has some cre- 
ative opportunities, one in the community facilities area, the ability 
to use resources potentially to provide the brick and mortar for 
mental health services and substance abuse services. 

Interestingly enough, I think the Forest Service potentially has 
a role as well. There are recovery programs that are focused on 
outdoor recreation type activities. There is no reason why those 
outdoor recreational activities could not be folded into what is 
being done on our forests. In fact, I have asked our Forest Service 
to identify key forest areas, national forests that would be most 
amenable to this, and we are going to try to sort of overlay that 
with where all of the other resources are being directed. 

You are absolutely right. The challenge here is to concentrate 
and to focus a multifaceted effort in these locations as opposed to 
sporadic investments all over the country, to be able to move the 
dial, show what the best practices are, and then replicate those 
best practices. 
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The Chairman. Well, I thank you for taking that chore on. It is 
a big one and dangerous, and it changes all the while. 

Does your effort include the fight against heroin as well? 

Secretary ViLSACK. Yes, sir. 

The Chairman. It does. 

Secretary ViLSACK. And also the suicide issue, which has many 
parallels and similarities to the abuse issue. 

The Chairman. Very succinctly tell us what the goals of your 
group are. 

Secretary ViLSACK. Well, the goal, I think, is to raise awareness 
of the problem to ensure that folks who need help are going to get 
the help to prevent unnecessary deaths as a result of overdose, to 
equip first responders with the knowledge and the medications that 
are successful, and at the end of the day to see that the increasing 
mortality rate in rural America declines because we have fewer 
poisonings, we have fewer suicides, and we have fewer people feel- 
ing isolated, we have more services, and people being able to get 
the services before they turn to a life of drugs and the ultimate de- 
struction. 

You mentioned my circumstance. My mother was addicted to 
both alcohol and prescription drugs. My mother did try to commit 
suicide, and, sir, I can call up those images right now. 

The Chairman. Bless you. 

Secretary ViLSACK. Thank you. 

GENETICALLY MODIFIED ORGANISMS (GMO) 

Mr. Aderholt. I want to thank you for you work of GMO label- 
ing that you have done and the attempt to try to forge a reasonable 
compromise on the biotech labeling issue by starting a new dia- 
logue on both sides. 

I know that there are two opposing groups that are very pas- 
sionate about their position, and I would give you credit for trying 
to find a path forward in that regard. 

Throughout the GMO labeling debate, we have heard all sorts of 
claims by both sides that many consumers seem confused about it. 
My question to you, Mr. Secretary: does the U.S. Government con- 
sider GMO products to be safe for consumers and the environment? 

And if so, how can we know this? 

Secretary ViLSACK. Well, Mr. Chairman, the answer to your 
question is yes. We do consider them safe. This number may be a 
bit off, but I have seen a summary of 660 studies that have looked 
at the safety of GMOs in terms of human health. 

We know that GMOs have been providing an opportunity to re- 
duce the level of pesticides and chemicals. There is a wonderful 
chart that we recently had at USDA that shows that American ag- 
riculture has increased productivity by 170 percent during my life- 
time, but inputs have remained relatively steady on 26 percent less 
land with 22 million fewer farmers. So part of that is the science 
of agriculture. 

Having said that, I think the industry would be the first to admit 
that they did not do a particularly good job of educating not just 
the producers about the benefits, but also consumers, and I think 
there is a process now of catch-up that is going to be required, and 
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I think the labeling dehate and conversation has started that proc- 
ess. 

I would say that as we think about how to resolve this debate, 
we need to recognize this is not the first and only issue that is 
going to be raised with reference to agriculture and processes. So 
we need to think of a way in which we can allow whatever the re- 
sponse is to be flexible enough to deal with the next issue, what- 
ever the next issue is, and I am pretty convinced there will be a 
next issue. 

Mr. Aderholt. Well, looking ahead, what happens if we do not 
quickly address the upcoming July implementation of the Vermont 
mandatory GMO labeling law? 

Secretary ViLSACK. Well, I think that first and foremost there is 
obviously uncertainty and confusion in the market, and as major 
food companies begin to deal with this, you are going to create mul- 
tiple standards and multiple responses, which is going to create 
further confusion. 

You may very well also end up having some companies decide 
that they have to segregate product, that they have to trace it 
back. There is a cost associated with that. That they may have to 
have separate warehousing facilities. There is a cost associated 
with that. That they may have to have separate inspection sys- 
tems. There is a cost associated with that. 

And I think major companies will tell you that they anticipate 
and expect to see increased cost, which of course will be borne pri- 
marily by consumers. 

There is a way to deal with this. I think at the same time re- 
specting the safety of GMOs, but also respecting consumers’ right 
to know, I think there is a way forward, and I think we did make 
progress in our conversations. We just did not quite get to the last 
issue, and I think the last issue is after you create some kind of 
multiple mechanism for informing consumers, whether it is a smart 
label, whether it is a 1-800 number, whether it is a web-based sys- 
tem, and after you educate people about the availability of that in- 
formation, the question then is: what happens at the end of that? 

Do you then put something on the front of the package or the 
back of the package that says GMO or identifies this, or do you 
survey consumers to find out if they know how to use this informa- 
tion, if they are interested in it? 

And if you show a substantial number of consumers already 
knowledgeable, then the question is: what is the necessity of put- 
ting something on the package? 

I think that is kind of where our conversation sort of broke 
apart, and I think it is a place that the Congress is going to have 
to address. 

Mr. Aderholt. There is concern that this Administration has not 
done more to get in front of this debate and use its influence to as- 
sure the public that there is nothing to fear from biotech products, 
such as seed and products that have been deemed safe for actually 
decades. 

How can USDA do more to educate consumers and ensure them 
that these products are completely safe? 

Secretary ViLSACK. Well, I think you can take a look at virtually 
every statement I have ever made about this as a Secretary and 
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you are going to find that that statement about safety is in it, and 
I think we can continue to promote research and continue to pro- 
mote science and continue to talk about this in the context of con- 
tinued abundance of food supplies, continued safety of food sup- 
plies, and the ability to deal with global food security challenges of 
which this is a critical part. 

I think we just continue to have this conversation with folks, but 
I do not think it is just the government that needs to talk about 
this. I think that the industry needs to be more forthcoming, and 
I think there is now a recognition and appreciation for that, albeit 
a bit late, but I think there is going to be an aggressive effort from 
this point forward to educate people so that they can make in- 
formed decisions. 

Mr. Aderholt. And I appreciate your work on that. I just think 
that we do need to do more to educate consumers about the safety 
of these products, and I think we need to be creative in ways that 
we can move forward on it. 

So I hope that you and your team can be thinking of more ways 
within your purview of how we can try to educate the public on 
that since it is very important. 

Mr. Farr. 


WAR ON POVERTY 

Mr. Farr. Thank you, Mr. Chairman. 

I appreciate Mr. Rogers bringing up the tragedy that is hap- 
pening in rural America. It is also happening to our rural vets com- 
ing home and lack of services. 

I am just curious what you have learned in this sort of new War 
on Poverty that you are in charge of. It really is what motivated 
me to get into politics. I was a Peace Corps volunteer in Latin 
America trying to figure out what I am going to do, and I read this 
book by Michael Harrington called “The Other America,” and I 
woke up and thought, “My God, we have got poverty back in Amer- 
ica. Here I am in a Third world country and I am not a registered 
voter. I cannot get involved here, but I am going to go home and 
join this War on Poverty, whatever it is.” 

And it brought me into being in elective office. And I even got 
on this Committee not because I represent this incredible amount 
of agriculture and diversity of agriculture, but really to try to root 
out those root causes of what I call the culture of poverty. 

We have had that war since the 1960s, since Lyndon Johnson 
and Congress approved it, and we have spent billions of dollars on 
it. It is kind of a mixed bag of results, and I think you are taking 
a new, fresh look at it. 

What are the lessons that you have learned that you can share 
with this committee? Because I think we need to realize that we 
deal with everything. In all of Congress we deal with everything 
in silos and we fund it in silos and it gets stuck in silos. 

And if we are really going to get a better bang for the buck, we 
have got to start breaking those silos down not only within agen- 
cies, but across agency lines. 

And you have been given that charge, and you have mentioned 
it in some of the comments to Mr. Rogers, but is there a bigger les- 
son here on what does poverty look like in America? 
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And what are the tools it is going to take to really win that war? 

Secretary ViLSACK. Well, first of all, I think the lesson I have 
learned is that the level of poverty in rural America may not be 
fully appreciated by a lot of us. One out of every four kids who lives 
in rural America lives in a family at or below the poverty level. I 
do not think there is a recognition of that. 

Eighty-five percent of counties with persistent poverty, with pov- 
erty rates in excess of 20 percent are rural, not urban, not subur- 
ban. 

So first of all is the recognition that there is severe, significant, 
persistent poverty in rural areas. 

Second, recognizing that part of it is not just providing the serv- 
ices that I think are important, the feeding programs and so forth. 
It is also a concerted economic development effort. An economic de- 
velopment effort that essentially creates, in my view, what I refer 
to as sort of a new natural resource economy where we recognize 
the important role of production agriculture, but we basically com- 
plement production agriculture with local and regional food sys- 
tems, with conservation and ecosystem markets, with a bio-based 
economy, with bringing jobs that were originally outsourced to 
India back to the United States as companies begin to find out that 
it might be less expensive and more efficient for them to have peo- 
ple in America do these jobs than people in other countries do 
these jobs. 

A combination of those efforts, and essentially recognizing that 
we have not done as good a job as we need to do in educating the 
private sector about the investment opportunities. It is not just 
government’s responsibility here. It is also the private sector, the 
capital markets, and in the last two years we have attempted to 
educate people about where those opportunities are, and we are be- 
ginning to see millions of dollars being invested in business devel- 
opment. 

It is going to take time to reverse a trend that has been around 
for a while, but we are seeing that USD A has been able to help 
103,000 businesses since I have been Secretary. 

Mr. Farr. Do you have an example of where you have revitalized 
a rural area? 

Secretary ViLSACK. Well, in the Chairman’s district, in Kentucky, 
you know there is a long way to go down there, but I think there 
is a sense that there is a plan, that there are people paying atten- 
tion, that there are people of importance who have been there who 
are committed to it. That is an area. 

You know, we have seen this in the Delta Regional Authority 
work in Appalachia where we are basically working with those two 
regional authorities to create economic opportunity, to create in- 
vestments. 

We are beginning to see it in some of the tribal areas in Pine 
Ridge, for example. We are looking at ways in which we could 
recreate an agricultural economy. We have got a team working 
there to identify fractionated land that could potentially be used by 
the tribe to grow something that could then be marketed as locally 
grown and raised. It could be a traditional food that could be avail- 
able not just on the reservation but across the country. 
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So there are multiple examples of where this has worked, but it 
does require focus and that is why StrikeForce was initiated, now 
in over 900 counties, where we put a team of USDA folks. It is not 
just the FSA guy. It is not just the RD person. It is not just the 
nutrition people. It is everybody going down, working with the com- 
munity building organization as we are in Kentucky, and basically 
saying to the local folks, “What do you need? What do you want? 
How would you like to turn this around?” 

And then teaching them how to play the game. I mean, the re- 
ality is that a lot of these communities that are near metropolitan 
areas, they know how to play the game. They know how to apply 
for all of the programs. In those rural remote areas, they do not. 
They need help. 

So StrikeForce is helping, 188,000 investments; $23 to $26 billion 
has been invested since we established StrikeForce, breaking down 
the silos, a coordinated approach and holistic approach. That is the 
way to deal with this. 

It is not shotgun, not program here, program here, program here. 

We are doing the same thing on child poverty. We are looking at 
this from a two generation perspective, not just helping the kid 
over here and Mom and Dad over here, but helping the family. 

And to amplify on my remarks to the chairman, it is about eco- 
nomic development. It is also about jobs. If you want to deal with 
the opioid issue, then you have got to make sure that people feel 
that tomorrow is going to be better than today, and right now in 
many places in this country that is not the feeling that people 
have. 

We can do better. 

The Chairman. Would the gentleman yield? 

Mr. Farr. Well, my time is up, but yes. 

The Chairman. When LBJ came to eastern Kentucky to kick off 
the War on Poverty, a local guy I think summed it up pretty well. 
He says, “If it weren’t for that ‘poverty,’ we would not have any- 
thing at all.” Think about that. 

Mr. Aderholt. Mr. Valadao. 

CROP INSURANCE 

Mr. Valadao. Thank you. Chairman. 

Thank you, Mr. Secretary for taking some time for us today. 

I want to talk a little bit about crop insurance. Mr. Secretary, 
over the last few years, crop insurance has repeatedly come under 
attack by this administration. In this most recent budget request 
with $1.3 billion in cuts for fiscal year 2017 and $18 billion in cuts 
over the next 10 years again shows an intention of annihilating 
this important program for our Nation’s farmers. 

My district produces over 400 different commodities and, there- 
fore, relies heavily on the crop insurance program. These cuts 
would have devastating impact on the agriculture industry and 
overall economy in my district especially. 

But crop insurance is a key part of the agriculture industry 
across the Nation, and it is clear that these repeatedly proposed re- 
ductions will continue to need to face broad opposition from across 
the agriculture industry. 
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Does the Administration proposed budget cut to crop insurance 
mean it no longer supports the program? 

Secretary ViLSACK. Oh, to the contrary. I think this Administra- 
tion does support the program and understands it is an important 
part of risk management and an important part of dealing with the 
vagaries of Mother Nature. 

Having said that, the OIG and the GAO have both criticized the 
Department for not focusing on the preventive planting concerns 
that have been raised in a number of audits and a number of re- 
ports. So we have to obviously pay attention to that. You all ask 
us to be cognizant of our oversight responsibility and our account- 
ability responsibility. That is reflected in the recommendations. 

Secondly, crop insurance is a partnership. It is a partnership be- 
tween taxpayers, between farmers and between insurance compa- 
nies. What we have proposed in the price harvest loss area is a bet- 
ter, more equitable partnership where instead of subsidizing 62 
percent of the premium, we would only subsidize a little over 50 
percent. 

That seems to me to be an equitable partnership between the 
taxpayer, the farmer and the insurance company. So I do not think 
it necessarily destroys the program. I think it responds to oversight 
concerns, and I think it provides a more equitable partnership be- 
tween the partners. 

TRANS-PACIFIC PARTNERSHIP (TPP) 

Mr. Valadao. Mr. Secretary, we continue to face very problem- 
atic issues related to dairy trade with Canada. For example, we are 
regularly running into various regulatory or policy shifts imple- 
mented by Canada that are designed to hurt our dairy exports to 
our northern neighbor. 

I am concerned about the prospect of Canada backsliding from 
where they are today, which leads to additional questions regard- 
ing their intention to fully comply with the new TPP commitments 
to the United States. 

How can we secure more predictable dairy trading conditions 
with Canada given this very troubling dynamic? 

Secretary ViLSACK. Well, it is our view that the passage of TPP 
and the implementation of it will do just what you are asking for. 
It would create responsibilities on both sides of the border that we 
would work with the Canadian officials to ensure that it is imple- 
mented properly. 

There are opportunities for us to grow markets in Canada with 
this agreement in terms of dairy. I think it is one of the reasons 
why the dairy industry has basically taken a look at this agree- 
ment, says it is not an A, but it is not an F, that there are certain 
aspects of this and certainly in the first ten years of the agreement 
you would see significant opportunities both in Canada and in 
Japan and some of the other countries that are important to this 
overall agreement. 

This is in my view a plus for agriculture. 

Mr. Valadao. All right. Thank you. Chairman. 

Mr. Aderholt. Ms. Pingree. 
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FOOD WASTE 

Ms. PiNGREE. Thank you very much, Mr. Chair. 

And thank you, Mr. Secretary, for being with us today. I actually 
came to Congress when you started in the administration, and I 
have had the privilege of working with you on the Agriculture 
Committee and then here, and I want to echo everyone’s apprecia- 
tion of your service and the work that you have done and the testi- 
mony that you have given and the stones that you have handled 
when they are thrown at you. 

You bring a lot of challenges and experience to this job, and we 
really appreciate your experience, your heart, your knowledge. 
Thank you very much for all that you had to say to us today. 

I want to just talk first about an extremely noncontroversial 
issue that I think I am happy to work with USDA on. You have 
been already putting out some aggressive goals on reducing food 
waste, and tJSDA has really been out there promoting some of the 
challenges that we are facing. 

As you know, 40 percent of the food produced in the United 
States is wasted, and that is a shocking amount of food when we 
have 25 million hungry Americans. If we reduced it by just 15 per- 
cent, we could feed 25 million hungry Americans. 

So there is a lot we could be doing here. It is an environmental 
challenge. It costs us a lot of money. It costs every family a lot of 
money. It is a problem for businesses in our country at the retail 
level and the manufacturing level, and I am really pleased that you 
have set a high goal of reducing food waste by 50 percent by 2030. 

I have also sponsored a piece of legislation around that, and I 
have been really impressed at the level of interest from all sectors. 
This is, as I said, not a partisan issue. It is not a controversial 
issue, but there is a lot of work that has to be done. 

So I would love to hear you talk a little bit about that, and I 
have a couple of quick questions. Obviously, we put forward legisla- 
tion and we hope that Congress will adopt our magnificent huge 
bills and that rarely happens, but hopefully we will find a few ways 
to eke away at this. 

But I also think there are many things within the Department. 
You have done a lot already and suggested a lot of goals already, 
but I am going to ask you about a couple of things that maybe you 
could do without having to have a legislative bill before you. 

One of them we have looked at is thinking about the NRCS in- 
cluding a composting practice within the Environmental Quality 
Incentives (EQIP) Program. Is that something that you might be 
willing to look at? 

Also, are there other things that you have been considering that 
could be just changes in how some of the programs work and how 
they could be expanded to help with the reduction of food waste? 

And are there any things, in particular, in the fiscal year 2017 
budget that are there to address some of the issues in the broad 
range of issues that we are talking about? 

Secretary ViLSACK. Congresswoman, we appreciate you raising 
this issue because you are absolutely correct. It is an issue, and 
frankly, if we could reduce food waste globally, we would probably 
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be able to feed the 850 million people that are food insecure in the 
world today. 

Look. It is three things. It is reduce, recycle and reuse. On the 
reduce side, it is basically working with the food industry, with the 
restaurant industry, with grocery stores that have delis to basically 
take a look at the portion sizes that are being supplied because of- 
tentimes they are more than people need and oftentimes they are 
not the kind of food that you will take home in a doggie bag. 

So it is basically taking a look at really making sure that we re- 
duce this. 

We are working interestingly enough focusing on some of the 
universities. You know, they have noticed that depending upon how 
they construct the trays and what the trays look like, they can sub- 
stantially reduce the amount of food waste and the amount of food 
that people take. So we are going to continue to work with this. 

We are also looking at our school lunch program, creating a 
table, a choice table, where if a youngster is not interested in a 
particular fruit because he does not like apples but he likes or- 
anges, basically allowing people to put a fruit from their plate on 
the table and take a fruit that they do like from the table and put 
it on their plate. 

We are looking at the ability to reuse food. We have worked with 
HHS and FDA and others to try to streamline the rules for chari- 
table contributions of food. You know, there are many, many ways 
in which unused food could potentially be used in food banks and 
in community kitchens, but there are regulations that are a bar- 
rier. 

Let’s take a look at those regulations and see if they can be fixed. 

And then on the recycle piece of this, even in our own facility at 
USDA, we have begun an issue of recycling both our coffee grounds 
at the main headquarters here in DC, using it, I think, on our Peo- 
ple’s Garden. Also at our labs we are recycling some of the waste 
product from our labs and composting that as well. 

You mentioned an interesting idea which I am happy to take 
back to NRCS and have them think creatively about how EQIP 
could potentially be used to support this. 

So it is all of that and it is also working in an international 
sphere as part of our Smart Agricultural Alliance. To the extent 
that you can reduce food waste, you reduce what goes into landfills 
because the single largest piece of solid waste in a landfill is food 
waste. It is a producer of methane, and we can make a big dent 
on this. 

Ms. PiNGREE. Great. Thank you very much. 

Mr. Aderholt. Dr. Harris. 

RURAL DEVELOPMENT PROGRAMS 

Dr. Harris. Thank you. Thank you, Mr. Secretary, this morning. 
Let me just ask one question, just I guess a comment, about the 
USDA’s community facilities program, which again, the guaranteed 
loans were once again zeroed out, you know, in favor of direct 
loans. 

And, you know, this is just always puzzling to me because the 
community banks are part of the backbone of rural communities, 
and they need some of this. They need to do some of this loan activ- 
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ity in order to stay in business, and it is unfortunate that USDA 
makes a conscious choice to cut them out of this program. 

And, look, I am glad that this Committee and the House every 
year, reverse that decision, but the reversal of that decision really 
ought to come from your office, not from Congress. 

But let me talk a little bit about priorities because your budget 
request goes down, but there is an interesting part that goes up in 
the budget, and it is the electric program direct loans. It goes up 
by $1 billion in the budget, and that is, you know, loans of course, 
so it is not 100 percent cost to the Department. 

But I had a visit yesterday from Mr. Dize, who lives down in 
Crisfield. And I doubt you have ever been to Crisfield because it 
is the farthest part of the most rural area of my district on the 
eastern shore of Maryland, and he runs a computer company. You 
know, he came to me, and I will be honest with you, he didn’t ask 
for a solar panel on his roof. He didn’t ask for renewable energy. 
He wanted broadband. 

So you look at the Renewable Energy for America (REAP) Pro- 
gram, the electric program, and you have got to wonder what we 
are doing. You know, the purpose of the program historically is to 
bring electric service to rural areas. And now it apparently has 
morphed into the President’s climate action plan, because you 
made a conscious choice to increase those loans and not increase 
significantly the loans for broadband programs over telecommuni- 
cations services. 

And this is what rural areas need now. Mr. Dize, who runs this 
computer company, needs broadband. If we want to maintain busi- 
nesses in rural areas, we need to bring that broadband in. And yet 
apparently you place a higher priority on renewable energy. 

Now, this is curious to me. I am sorry the Chairman is not here 
anymore. But it would be striking if in Kentucky, rural Kentucky, 
the Department spent its money on eliminating coal energy be- 
cause apparently that is one of the main goals now of this program. 

So can you justify for me why we should be spending $1 billion 
on solar panels and wind power and things, while Mr. Dize down 
in Crisfield still doesn’t have broadband? 

Secretary ViLSACK. Well, Congressman, you are sitting next to 
Congressman Young, who is from my home state of Iowa, and he 
probably could tell you the significance of wind energy in Iowa. 

Dr. Harris. Mr. Secretary, I am not talking about Iowa. I don’t 
represent Iowa. 

Secretary ViLSACK. Right. 

Dr. Harris. Mr. Young will have his chance later to congratulate 
you on the electric program. 

Secretary ViLSACK. Well, that is 

Dr. Harris. I want to know — Mr. Secretary, that is a great an- 
swer to give to me for you. It is not for Mr. Dize, because I rep- 
resent Mr. Dize. I don’t represent Iowa, and I don’t represent 

Secretary ViLSACK. Mr. Dize 

Dr. Harris [continuing]. Mr. Young. 

Secretary ViLSACK. Mr. Dize 

Dr. Harris. With all due respect, Mr. Secretary, I am asking you 
a very specific question, why the Department prioritizes, in my dis- 
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trict, putting a solar panel in Crisfield over bringing broadband to 
Crisfield. 

Secretary ViLSACK. Well, I don’t think it does, because we basi- 
cally almost quadrupled the amount of broadband grants in this 
budget, from 

Dr. Harris. Mr. Secretary, just a minute. 

Secretary ViLSACK. Congressman, you asked me a question. 

Dr. Harris. Mr. Dize doesn’t have 

Secretary ViLSACK. And I am going to answer it 

Dr. Harris [continuing]. Broadband. 

Secretary ViLSACK [continuing]. But you have got to give me a 
chance to answer it. If you look at our budget, we have asked for 
$39 million in broadband grants. The reason those grants are im- 
portant is because in those remote areas you have a very difficult 
time finding a telecommunications company that wants to put 
broadband in because there simply aren’t enough people to support 
it. So the grant program is important. Going from $10 million to 
$39 million is a reflection of the importance that we place on 
broadband. 

The importance we place on electric is that there are many utili- 
ties that are looking for opportunities to diversify the feedstock or 
the energy source for the energy that they are going to produce. 
They don’t necessarily want to build a new facility, a generation fa- 
cility. They would prefer a solar facility, or they would prefer a 
wind facility. 

So it is basically providing options and choices. That is the rea- 
son. 

Dr. Harris. Again, the purpose of the electric service was to 
bring electric power. 

Secretary ViLSACK. It is. 

Dr. Harris. Not types of electric power. Just get electricity run- 
ning. So I would urge you to reprioritize here. 

One last thing is that, you know, in my district, for instance, I 
see farmers. I see my poultry growers. They are not asking for 
solar panels. They are asking for animal disease responses, for 
avian flu work, and yet to prioritize the climate action plan over 
avian flu or over broadband to this extent is just striking to me. 

Secretary ViLSACK. Well, there is an increase 

Dr. Harris. And I yield back. 

Secretary ViLSACK [continuing]. In the 

Dr. Harris. That was just a rhetorical question 

Secretary ViLSACK. There is an increase in 

Dr. Harris [continuing]. Or a comment. 

Secretary ViLSACK [continuing]. The Animal and Plant Health 
Inspection Service (APHIS) budget, too. Congressman. 

Mr. Aderholt. Ms. DeLauro. 

NUTRITION ASSISTANCE PROGRAMS 

Ms. DeLauro. Thank you very much, Mr. Chairman. And wel- 
come, Mr. Secretary, and Dr. Johansson, and Mr. Young. Always 
great to see you, and I thank you. 

I associate myself with the comments of my colleagues, thanking 
you for the service and cooperation over the years. 
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I wanted to just say that with regard to the budget I want to 
thank you for including a strong expansion of child nutrition pro- 
grams, access to the summer meals through the SNAP program. 

I also want to comment on thanking you for your work to expand 
our relationships with Cuba and establishing an in-country pres- 
ence. It may or may not come out, but at some point it should, 
about the restrictions that have been placed on U.S. farmers in this 
regard. So thank you for that. 

And I was also pleased that the request supported reorganization 
authority for the next administration to consolidate our food safety 
agencies into one single food safety agency. I will continue to make 
that fight, Mr. Secretary. 

Let me — very briefly on the summer meals program, this is about 
kids losing access to school breakfast/lunch during the summer 
months. I was — quite frankly, I was disappointed with the Senate 
program, which was talking about moving through WIC versus 
SNAP, but your proposal is to move through the SNAP program. 
No cap on the number of kids. It seemed to me that we were cap- 
ping children. It was a Sophie’s choice what kid is going to get a 
summer meal program. 

And just touch on — ^because I have a couple of other questions — 
why is it better to redeem benefits under SNAP than under the 
WIC program? I will get into the next question, so that you can 
then answer it here. 

This has to do with WIC and the Flint question, Mr. Secretary. 
I don’t have to demonstrate to you what is happening in Flint, 
Michigan. Worst public health crisis our Nation has faced. Four 
percent of Flint’s children have elevated levels of lead in their 
bloodstream due to contaminated water. 

No amount of lead is safe for children to consume, and the reper- 
cussions of lead poisoning last a lifetime. So Flint families deserve 
answers, and they deserve justice. 

I was pleased and announced at the hearing yesterday when I 
got the word that USDA said the agency approved a request to 
temporarily allow WIC funds to be used to test lead levels for the 
people of Flint. At the same time, and you and I have talked about 
this, the issue of the request by Michigan to expand access to WIC 
for Flint children ages 5 to 10. 

The pediatrician yesterday who spoke at the hearing said that 
the two ways in which we could assist these children, because we 
don’t know what the outcomes are going to be, are through good 
nutrition and through education. This is about good nutrition here. 

So if you can tell me why the difference in approving one re- 
quest, denying another. The number of kids who can — and I know 
where your heart is on this, I really do — the volume of kids up to 
age 10 who can benefit from healthy meals to mitigate against the 
negative effects of lead exposure. What resources do you need from 
us to meet the nutritional needs of these kids in this time of crisis? 

Secretary ViLSACK. A quick response to both questions. The rea- 
son for the EBT proposal on summer feeding is that you have re- 
mote areas that don’t necessarily have a congregate meal site, and 
the EBT card seems to be successful in the pilots that we have 
used over the course of the last several years. 
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On the Flint situation, look, the thing we need is a line from 
Congress that basically gives us the authority to do what Flint has 
asked us to do. We don’t believe we have the authority to provide 
WIC benefits to children above the age of 5 because of the law. 

If Congress directs us to provide benefits in an expanded way to 
Flint, or to children in other communities that are negatively im- 
pacted by circumstances, we will be happy to oblige. 

Ms. DeLauro. Well, if we gave you the authority, you would be 
willing to 

Secretary ViLSACK. We would do it. 

Ms. DeLauro [continuing]. You know, to do this. And I thank 
you. And, by the way, Flint is an urban desert. They have very lit- 
tle out there. And I talk about urban poverty and urban hunger as 
well. 

Last question in this round is about Able-Bodied Adults Without 
Dependents (ABAWD) waivers. Five hundred thousand to 1 million 
childless adults are going to be cut off SNAP in 2016 as the three- 
month limit on benefits for unemployed childless adults returns in 
most areas. My home state of Connecticut is one of them. 

Able-bodied adults without dependents, that population is di- 
verse, it struggles, and it is an underserved group. We have a vet- 
eran waiting for a disability determination due to a backlog of 
cases at the VA. I am concerned that we do not know a lot about 
this population. We need better data. What is the agency doing to 
keep track of the vulnerable population, so that we can serve them 
better? 

Secretary ViLSACK. Well, let me tell you that for calendar year 
2016 in Connecticut we have already approved a waiver of the time 
limit in 82 jurisdictions, towns and cities, including New Haven. 
We know that in fiscal year 2015 31 States were eligible. 

We estimate that 22 of those states will probably no longer qual- 
ify for a statewide time limit waiver, but at some point they could 
potentially come to us with a more restricted request based on 
counties, based on unemployment statistics in a particular area. 

And we are obviously focused as well on ensuring that our em- 
ployment and training program in SNAP is doing the job it is in- 
tended to do by working with states to improve the ability to link 
people who are on SNAP with employment opportunities that exist 
in an improving economy. 

Ms. DeLauro. OK. Thank you, Mr. Secretary. 

Mr. Aderholt. Mr. Palazzo. 

ANNUAL FINANCIAL STATEMENTS 

Mr. Palazzo. Thank you, Mr. Chairman. Mr. Secretary, this 
might be your last hearing, but it is my first hearing, so congratu- 
lations to you. 

The CFO Act requires executive branch agencies to submit their 
annual financial reports to Congress by November 15 of each year. 
USDA has still not submitted this report for fiscal year 2015. This 
will be the second consecutive year this report has been late. 

And, as you know, much of the data that this Committee relies 
upon when it drafts its annual appropriations bill comes from the 
information provided by your Department in the form of Congres- 
sional budget justifications. 
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So, with that, yesterday this Committee had the Commodity Fu- 
tures Trading Commission before it, and they were in a similar sit- 
uation with delayed financial statements. It turns out that this was 
due to their auditors having issues with the quality and soundness 
of their statements. Does USDA have a similar issue with its audi- 
tor that is causing the delay in releasing its financial statements? 

Secretary ViLSACK. We requested an extension. We did change 
auditors. I signed the letter this morning, and I would anticipate 
and expect that that will be filed tomorrow. 

Mr. Palazzo. So we will receive the audit report tomorrow? 

Secretary ViLSACK. Yes, sir. 

Mr. Palazzo. Or soon thereafter? 

Secretary ViLSACK. Yes, sir. 

Mr. Palazzo. OK. So no issues, just the change of auditor? 

Secretary ViLSACK. Well, whenever you have a change of audi- 
tors, there are always issues as to how one auditor sees a set of 
numbers and how other auditors see it. We are continuing to work 
through those issues. You will see that in the audit report. 

cottonseed 

Mr. Palazzo. OK. Well, I look forward to seeing the audit report. 
Let’s talk cotton for a minute. You know, cotton is extremely im- 
portant to my state and surrounding states in the south. Ag Com- 
mittee Chairman Conaway and several other Members of Congress 
have requested that cottonseed be designated as an oilseed. 

I think to date you have said that you do not have the authority 
to do that. And we somewhat disagree with you because it feels 
like you have taken actions in regards to the Commodity Credit 
Corporation to bolster an industry in your home state. And, again, 
in 2015, you have worked with the Department of Energy to pro- 
vide half a billion dollars in bio-based jet fuel to the Department 
of Navy. 

And then again, just this last May, you used the CCC to increase 
biofuel infrastructure, another $100 million. Again, this was all 
without any new legislative authority from Congress, and so a lot 
of Members of Congress think you already have that authority 
under the same Act. 

Can you just tell me, and I guess this Committee, is there any- 
thing that is preventing you from using this similar authority for 
the cotton industry? 

Secretary ViLSACK. I would say that there are two things. Num- 
ber 1, the case of Marx v. General Revenue Corporation, which was 
a 2013 Supreme Court case, establishes a well-established principle 
of statutory construction. And that is, if Congress knowingly omits 
something from an Act, then the provision cannot be reasonably in- 
terpreted to allow the omitted Act. 

Congress, when it established the 2014 farm bill, basically took 
cotton out of the program and put it into a separate program, the 
Stacked Income Protection Plan (STAX) program. The oilseeds pro- 
vision is designed primarily for emerging oilseeds to participate in 
a program during periods between farm bills. 

That is not the circumstance here. Basically, Congress was fully 
aware of cottonseed, fully aware of the oilseed of cotton, made the 
decision to remove it and place it in a separate program. The in- 
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dustry then came to Risk Management Agency (RMA) and asked 
for oilseeds to be included with cotton for crop insurance purposes. 

So you basically take the Supreme Court case, you combine it 
with the actions of Congress, and you have got a circumstance 
where we don’t believe we have the authority. 

You have mentioned CCC. We have used that in the past, but 
there was a provision within the 2016 appropriations bill that pro- 
hibited us from doing that. If that prohibition were removed, we 
would obviously be in a position to use CCC. 

SOCIALLY DISADVANTAGED VETERANS 

Mr. Palazzo. All right. Well, thank you for your explanation. 
Also, reading through your report, you know, I guess I looked 
where you are doubling your request to help socially disadvantaged 
and veterans through your loan program to try to get them started. 

I am more, in particular, interested in your help with our Na- 
tion’s veterans. After all, we have been at war for I think 13, 14 
years. Hundreds of thousands of young men and women have 
served this Nation. So coming back, can you just elaborate a little 
bit more on how the USDA is helping our veterans, maybe if you 
have any specifics on the number of veterans that you have helped 
and any specifics to the program? 

Secretary ViLSACK. I am headed to Fort Stewart in Georgia to- 
morrow to make an announcement I think on a Regional Conserva- 
tion Partnership Program. Fort Stewart was where our military li- 
aison Lanon Baccam was last week, basically lining up a Memo- 
randum of Understanding between veterans organizations and 
USDA, to basically provide an opportunity for us to be on base as 
folks are disengaging from the military, giving them an opportunity 
to consider a career in agriculture, providing them information 
about our programs. 

We just reformulated our website for beginning farmers, so that 
you can actually go on the website, you can plug in the type of 
farmer you would like to be, and then there is basically a menu 
specifically designed for you in terms of what the USDA programs 
are that could help you get started. 

We are continually working with the Department of Defense to 
get information about our programs to returning veterans, and we 
are working with a number of organizations. We find returning vet- 
erans particularly interested in local and regional food systems, 
and so we are basically providing grants, loans, microloans, tunnel 
houses to extend the growing season for those folks. 

And there are literally hundreds of those examples. We will be 
glad to get you the statistics from our military liaison, and I would 
be happy to have him come up and brief you in more detail on pre- 
cisely what he is doing. 

Mr. Palazzo. I would appreciate that. Thank you, Mr. Secretary. 

Mr. Aderholt. Mr. Bishop. 

Mr. Bishop. Thank you very much. Welcome, Mr. Secretary, Mr. 
Johansson, and Mr. Young. Let me just join my colleagues in 
thanking you for your service. Mr. Secretary, it is hard to believe 
it has been seven years. It has gone by very, very quickly. 

But you have done so much for our farmers, for our rural com- 
munities around the country, our land grant universities, and our 
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school children, the school lunch and the breakfast programs, that 
otherwise wouldn’t receive that nutrition. And of course the family 
nutrition programs. 

And of course USDA touches every family in every part of the 
country, and of course not just rural communities but we appre- 
ciate your vigilance there. The Cuba expansion is extremely impor- 
tant, and I am happy to see your initiatives there as well as the 
veterans’ programs. 

Now, let me just say that I wanted to put on the record that, as 
Krysta Harden’s Congressman, the Deputy Secretary who has indi- 
cated that she is resigning shortly, I just wanted to say that I am 
very proud of her accomplishments as Deputy Secretary, and that 
she has done a tremendous job. She has been very helpful in serv- 
ing agriculture across the United States. 

She grew up on a peanut farm in my district, and of course 
worked for the committee here in the House, and she has proven 
well, has had a great career. 

Now, let me associate myself, sir, with the remarks of Mr. 
Palazzo with regard to cotton. A number of us, including the Chair- 
man of the subcommittee, have some really serious concerns with 
how we can help our cotton farmers with the tremendous chal- 
lenges that they are now facing. 

And so if you can continue to work and to help us get some help 
for those cotton farmers, and I like hearing that perhaps the CCC 
can be utilized if we are able to give some — remove the prohibition 
in the appropriations bill, which this subcommittee has the power 
to do. 


PECAN MARKETING ORDER 

So let me move quickly then to pecans. The pecan industry, Mr. 
Secretary, has worked hard to put together a proposed marketing 
order, and we appreciate the assistance that tJSDA has provided. 
We had hoped to get it in place for the 2016 crop, but there are 
a number of events that have to occur, a notice and a referendum, 
et cetera. 

Can you kind of update us as to where we are with the pecan 
order, and if we will be able to have the referendum in time for 
the 2016 crop, if it passes? 

And, secondly, with regards to the pecans, the ag statistical serv- 
ices has suspended the non-citrus fruits and nuts preliminary 2015 
summary report. And this report would typically contain the Janu- 
ary crop estimate for the 2015 pecan crop. 

Without the report, the pecan industry does not have an update 
from the October 2015 estimate until July 2016 when final crop 
numbers are reported. This January number is a very important 
data point for the entire industry, spanning from the grower to the 
seller to the end users of pecans. 

Can you check with your staff to see what we need to do to get 
the report back in the queue at USDA to make sure that we have 
it in place for 2017? 

Thank you very much, Mr. Chairman, and look forward to hear- 
ing from you. 

Secretary ViLSACK. Congressman, let me first of all express my 
appreciation for your acknowledgement of Krysta Harden’s con- 
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tribution to this Department. If I have been successful as a sec- 
retary, it is in large part because I have had two great deputies. 
And Krysta has been just an incredible friend, an incredible advo- 
cate for rural America, and she is going to be sorely missed at 
USDA. 

As relates to cotton, one of the ideas that we came up with was 
the possibility of providing some assistance and help with cotton 
ginning, which potentially could help co-ops that are producer- 
owned. That is something we could potentially do, but obviously re- 
moving the prohibition that is in the 2016 budget bill would be 
probably the simplest and quickest way for us to provide help. 

We want to help. This is not a question of us not wanting to 
help. It is a question of us wanting to make sure that we do it 
properly and legally and that we don’t create difficulties for the in- 
dustry relative to trade and other issues. 

You know, we refer to them up in my state as pecans. So for a 
while I didn’t understand what you were asking. The pecan order, 
that is something I am going to have to get back to you on. Con- 
gressman. I think it is in the process, and I think it is in the 
queue. But I think there are several other matters that the AMS 
folks are working on, but I will get back to you with that. 

I will tell you that the NASS final report for non-citrus fruit and 
nut is going to be issued in July, so that will provide some degree 
of information about production, marketing, and price. And I think 
if the NASS budget is adequately funded and supported, those 
kinds of preliminary reports can be resumed. 

It is really an issue with funding, and it is — you know, obviously, 
it is tough because we are dealing with a budget that is less than 
it was in 2010. And I understand and appreciate the challenges 
that Congress has. And when you have those challenges, you have 
to decide what to do, and this was a situation where they made a 
choice. But if the funding is there, I am sure they would be more 
than happy to resume the preliminary report. 

[The information follows:] 

USDA will publish a proposed rule and referendum for a Pecan Marketing Order 
on February 29, so we should be on track for the 2016 crop if the referendum 
passes. The referendum is scheduled to be completed by the end of March. 

In January 2015, the American Pecan Board submitted its proposal to USDA on 
the creation of a Federal marketing order for pecans. As proposed, the marketing 
order would regulate the handling of pecans throughout a 15-state production area 
and authorize crop and market data collection; domestic research and promotion ac- 
tivities; and grade, size, quality, pack and container regulation. 

USDA conducted hearings in July 2015 in three cities in the production area to 
gather evidence and gauge the level of industry and public support for implementing 
the proposal. USDA then published a Recommended Decision and Opportunity to 
File Written Exceptions in the Federal Register in October 2016 with a 30-day com- 
ment period. The proposed rule to be published in the Federal Register is based on 
the public’s feedback and the grower referendum will determine the level of support 
for the order. The proposed marketing order will become effective only if approved 
by either two-thirds of the growers voting in the referendum, or by those rep- 
resenting at least two-thirds of the volume of pecans produced by those voting in 
the referendum. 

The creation of the marketing order would result in the formation of a USDA-ap- 
pointed administrative body of 17 grower and handler representatives. The Amer- 
ican Pecan Board has requested USDA appoint the administrative body by Sep- 
tember 2016 for the beginning of the 2016-17 crop year. Handlers marketing pecans 
grown in Alabama, Arkansas, Arizona, California, Florida, Georgia, Kansas, Lou- 
isiana, Missouri, Mississippi, North Carolina, New Mexico, Oklahoma, South Caro- 
lina and Texas would pay an assessment to the administrative body and would be 
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eligible to serve as members. The Agricultural Marketing Service, which supervises 
28 active marketing orders for specialty crops, would ensure compliance with var- 
ious policies and conduct rulemaking based on industry recommendations to effec- 
tuate program improvements. 

POVERTY IN RURAL AMERICA 

Mr. Bishop. Thank you, Mr. Secretary. My mother grew up in 
North Carolina calling them pecans, and my daddy grew up in Mis- 
sissippi calling them pecans. So I oscillate from point to point. 

Let me just commend you for your efforts on persistent poverty. 
StrikeForce has been a real plus in terms of addressing persistent 
poverty. But I would also like for you to comment on the 10-20- 
30 program that has been offered, put on the table by our col- 
league, Congressman Clyburn. And of course it has been looked at 
very closely by Speaker Ryan as well as Chairman Hal Rogers, and 
they are looking favorably at it. 

Can you kind of tell us how you can incorporate that with the 
efforts you are already undertaking to try to make sure that we are 
able to address persistent poverty in these rural communities all 
across the country, from Appalachia all the way down through the 
south? 

Mr. Aderholt. Mr. Secretary, if you could sort of 

Secretary ViLSACK. Very quickly. 

Mr. Aderholt [continuing]. Briefly answer, and then we can 
come back and have another round and you can answer more. 

Secretary ViLSACK. Very quickly, we currently exceed those lim- 
its at USDA. More than 20 percent of our resources are being spent 
in the counties where the poverty rate exceeds 20 percent, and we 
were gauging that by the year 2016. We got there in 2015. 

Mr. Aderholt. Ms. Lowey, we are glad to have the ranking 
member of the full committee with us, and so I would like to recog- 
nize her for any questions or comments that she may have. 

SUMMER EBT PROGRAM 

Ms. Lowey. Well, I thank you, Mr. Chairman, and Mr. Ranking 
Member, and all my colleagues, for indulging me. As you know, 
there are several hearings going on at the same time, and I do 
apologize. Secretary Vilsack, for not being here for your opening 
statement. And, for me, this Committee has such critical issues, I 
look forward to having some in-depth discussions. 

Particularly, you know and I know that hunger doesn’t stop at 
the end of the school year. When you look at the numbers, it is 
hard to believe there are over 20 million school age children that 
lack access to healthy and affordable meals during the summer 
months. 

Now, when my kids were little, I remember all the schools were 
open, and the day camps would be providing meals. But we are not 
keeping them open anymore. I have been such a strong advocate 
for the summer EBT pilot program. It really is essential to help 
kids, needy kids, get what they should be getting automatically. 
Parents shouldn’t have to worry how they are going to feed their 
kids in the summer. 

So I was very pleased to see a requested increase in the Summer 
EBT Pilot Program, as well as to expand the program. I can’t be- 
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lieve that I kept looking at those notes, and we are going to expand 
it by 2026. And I said to myself, what percentage of the kids who 
really need it are going to have to wait until 2026 to get the sum- 
mer meals? 

So this proposal that could provide summer meals to approxi- 
mately 900,000 hungry children in New York is much needed. 
Could you give me an idea how you are ramping up the Summer 
EBT Program? Is there any way we could do it faster? And what 
are we learning from the Summer EBT Pilot Program that would 
make the national expansion a success? 

So thank you for the proposal. I am sorry we have to wait 10 
years. How could we do this more quickly? What would it take? 
And what are we learning? Thank you. 

Secretary ViLSACK. During the course of the seven-plus years I 
have been secretary, we have increased summer meals funding by 
$26 million. We are probably serving a half a million more kids 
than we did in 2009. But it is a slow process, because you have to 
get sponsors, you have to get people willing to provide a congregate 
meal site. 

The unfortunate circumstance in rural America in particular is 
that there are not necessarily congregate meal sites available or 
people willing to sponsor them. So the EBT provides a quicker, 
simpler, direct way to provide help to families to basically meet the 
needs, the nutritional needs, for kids during the summer. 

We have seen the success of that and the interest of that, and 
the desire for folks to have it. If the Congress provides us the re- 
sources, depending upon the level of resource you provide, that will 
determine how many more youngsters we can potentially help, and 
how many more families we can help. It is a matter of resources. 
So the more resources you provide, the more we can do. 

Now, in the past, what we have seen, unfortunately, is a curtail- 
ment of that EBT. We were able to several years ago feed more 
kids through it, and it has been sort of reduced over the last couple 
of years. So to the extent that you can add more resources, we will 
do more work. 

Ms. Lowey. Now, just for clarification, it is all about resources, 
not setting up the systems? 

Secretary ViLSACK. Well, the system — I mean, basically, the sys- 
tem — we know how to set up the system because we have done it 
on the pilot program. And, trust me, the people who work for the 
Eood, Nutrition, and Consumer Services are anxious to provide 
help and assistance to as many children as possible. 

So I don’t think it is a situation where, you know, we couldn’t 
do it. We would do it, but it is somewhat defined by the amount 
of resource that is made available. 

Ms. Lowey. That is very helpful, and I hope that my colleagues 
can work together in a bipartisan way on this issue to make sure 
kids have food. 

We have a super food bank program in my community. And as 
you were saying, it is the resources that are so very important. So 
we could ramp up, if we had the resources, sooner than 10 years. 

Secretary ViLSACK. Yes, sir. Yes, ma’am. 
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ELDERLY ACCESS TO SNAP 

Ms. Lowey. That is very helpful. Now, one other question. When 
you look at the numbers of seniors that face food insecurity, it is 
about 15 percent. Seniors have worked their whole lives, should be 
enjoying retirement, not wondering where their next meal will 
come from. 

And your budget request, $9 million to improve access to SNAP 
for low income seniors, and you are proposing some new reforms 
and giving states the authority to waive certain requirements for 
elderly participants that are unnecessary and deter continuing par- 
ticipation, such as frequent income verification for the elderly. 

Can you just tell me, what obstacles does the Department face 
in getting the message out about SNAP for the elderly? And how 
would the proposed changes better address the difficulty of pro- 
viding access to SNAP? 

Secretary ViLSACK. Today, 85 percent of eligible folks are receiv- 
ing SNAP. That is up from 72 percent when I became secretary. 
But one of the critical areas where we are not doing that well is 
with seniors. Only 41 percent of eligible seniors are receiving 
SNAP. 

Part of that I think is a situation where people may not be aware 
that they are entitled to the benefits. Part of it may be that folks 
misinterpret what SNAP is. They see it as welfare, not as nutrition 
assistance. They may not recognize that it is in all of our best in- 
terest for seniors to be well nourished. It reduces health care costs, 
et cetera. 

So, and part of it is that there are barriers. I mean, the fact is 
that a senior citizen’s income is not likely to change unless they hit 
the lottery, which, you know, if they hit the lottery, then they don’t 
need SNAP. 

The reality is that we are asking them to certify every year, and 
that is very difficult for somebody who is in their seventies and 
eighties and nineties to be able to do the work. And so what we 
are suggesting is perhaps the recertification would be stretched out 
over a period of several years as opposed to a single year. 

And we think that that would provide for greater opportunity to 
expand coverage, and, again, making the case that this is not wel- 
fare; this is something that is beneficial to them as well as to us. 

Ms. Lowey. I think that is a great idea. So you are saying we 
would save money by not having as many people going out there 
certifying, and more people would get SNAP without having to cer- 
tify. Good suggestion. 

Secretary ViLSACK. Every year. 

Ms. Lowey. Every year. Good suggestion. Thank you very much, 
and we thank you again for your service. And thank you, Mr. 
Chairman. 

Mr. Aderholt. You are very welcome. Mr. Young. 

AGRICULTURAL ECONOMY 

Mr. Young of Iowa. Thank you, Mr. Chairman. Thank you for 
being here. Secretary Vilsack. Good to see you, a fellow Iowan from 
Dallas County. 

Dr. Johansson, thank you for being here, and Mr. Young as well. 
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You are the longest-serving Department Secretary under this ad- 
ministration, and I am glad you are still here. That tells me a few 
things. Hopefully, it means you enjoy your job and you find it ful- 
filling, and also I know it shows your support and commitment to 
agriculture and to public service in general. Thank you for doing 
what you do. 

And, I want to thank you for all your support for renewable 
fuels, renewable energy. Whether from your bully pulpit or just 
your policies, I appreciate that support very much. In meeting with 
the local farm bureaus, attending the commodity group meetings, 
and traveling around the district, town halls, the elevators, and co- 
operatives, there is a real concern about the rural economy right 
now. 

And I know that we all hear that in a sense. You do, too. Ag in- 
come is down. I believe. Dr. Johansson, you probably would have 
the better statistic, but I think it was down about a third at least 
in Iowa last year. Cash inputs are up, even though oil prices and 
fuel prices are down. Commodity prices are low, even though we 
have had record yields with corn and beans. 

Regulations are squeezing the farmers, particularly from the 
EPA. Not your jurisdiction, but you hear about it too. Land prices 
are moving, perhaps not significantly one way or the other, up or 
down. Maybe they are just adjusting. 

So my question really is, what do you see happening in the agri- 
cultural economy? Is this a short-term situation? Long term? And 
how can we foster an economy to improve and renew strength in 
our agricultural economy? 

Secretary ViLSACK. Well, Congressman, certainly we will get you 
a copy of the briefing that I received recently about farm income 
and specifically about median household income among farmers. 

You are correct. Net farm income is down. Median household in- 
come for commercial-sized operations that you are talking about, 
when you take a look at the non-farm income, is actually up a little 
bit, and the heartland has been hit less so than some of the other 
areas of the country. 

The northern crescent has been hit pretty hard. The fruitful rim 
has been hit hard, but we will get this information to you. 

[The information follows:] 
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Land values flatten, falling in some areas 
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Food CPI remains low 



Data: BLS. 
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Secretary ViLSACK. Look, it is about increasing export markets. 
That is why I think trade agreements are important. It is why I 
think having personnel in Cuba eventually will provide opportuni- 
ties. It is about what happens not just in the United States but 
around the world. You know, China’s economy has obviously im- 
pacted and affected our export situation with China. 

It is about the strength of the dollar, which is a reflection of 
many things, but it is a reflection of the strong American economy 
versus other global — other countries’ economies. It is creating addi- 
tional ways in which product can be used. 

And that is why I have been supportive of the renewable fuel in- 
dustry and the renewable energy industry, and why we are now 
branching out to the bio-based industry where we are essentially 
looking at ways in which we can use ingredients, waste product 
from agricultural enterprises to produce chemicals, materials that 
are bio-based. 

It is currently a $369 billion industry, 4 million people employed, 
but we think we can build on that. It is creating new ways to en- 
courage utilization of land in a more profitable way. The need for 
ecosystem markets, water markets, habitat markets are creating 
new opportunities for resources to be invested in farm land. And 
it is also the local and regional food system, which is, interestingly 
enough, helping out some of the residential and intermediate sized 
farming operations. 

So it is a combination of all of that and much more. You know, 
we are focused on making sure that the safety net is there. We 
made $5.2 billion in payments under the Agriculture Risk Coverage 
(ARC) and Price Loss Coverage (PLC) program to nearly 45 percent 
of our producers in 2015. One would expect, if commodity prices re- 
main where they are, that those will be additional expenses or ad- 
ditional investments that will be made for producers. 

And while the land values are being affected, the good news is 
that we are significantly better off than we were in the 1980s when 
we had very difficult times with low commodity prices, high debt, 
and lowering values of equity. That is not the case here. There is 
a significant difference between this time and the 1980s. 

TRANSPORTATION INFRASTRUCTURE 

Mr. Young of Iowa. Thank you. And I want to thank you for 
working with our office. We are doing an agriculture and transpor- 
tation roundtable later this month back in the district. It will be 
a productive conversation regarding the issues our farmers, ranch- 
ers, and producers encounter. 

Regarding transporting their goods to market, there have been 
some interruptions in transportation including ports, the rail, that 
kind of thing. 

We put some language in the conference report for fiscal year 
2016 directing the Secretary to submit a long-term infrastructure 
plan that benefits American producers and provides examples of 
how USD A is working with other federal agencies to prevent future 
transportation mishaps. 

Now, I know it is not your direct mission, but there is a nexus 
there between getting our goods to market and having a strong 
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transportation infrastructure. I just am curious about any update 
on that plan and any foresight you see in improving that. 

Secretary ViLSACK. Well, at the time that was passed, we still 
had not yet had a transportation bill. The good news is that Con- 
gress has provided the five-year transportation funding, which I 
think will make a difference in terms of the concerns and barriers 
that you are concerned about and that we are concerned about in 
terms of how to get product to market more quickly and more effi- 
ciently, less expensively, and provide a competitive edge for our 
producers. 

We are in the process of factoring all of that into a report back 
to you, and we will be getting it soon. But the fact that we now 
have a transportation bill obviously is going to change the conclu- 
sion. If we had not had a long-term transportation bill, then the 
conclusions might have been a little bit different. 

Mr. Young of Iowa. I recognize that was on us, and hopefully we 
are on our way. Thank you for being here. 

Secretary ViLSACK. Thank you. 

Mr. Aderholt. Mr. Rooney. 

CITRUS GREENING 

Mr. Rooney. Thank you, Mr. Chairman. Mr. Secretary, good to 
see you. Sorry I am a little bit under the weather. That is why I 
have been watching you from the anteroom. But I appreciate you 
being here today and your service as the Secretary for the last 
seven years. 

I got a call the other day from one of my citrus growers. As you 
know, I represent one of the largest citrus-producing districts in 
the country, if not the largest. And the concern that he has, and 
other growers that I have are we feel like we are at the moment 
of truth here with regard to citrus greening and whether or not we 
are going to be able to continue producing in the way that we have 
historically. 

Boxes are down. Growers are uncertain whether or not they are 
going to be able to convince their children to take over their groves 
moving forward. And it is just not, for a lot of people, productive 
as far as making money. And they are not going to do this for free, 
as you know. 

So with that, he called and asked if there was any way to try 
to expedite the dollars. And, believe me, we are very grateful and 
we are happy with the relationship we have had with you and the 
Administration on trying to fight greening. 

But in this year’s budget, the MAC program, the Huanglongbing 
Multi-Agency Coordination (HLB MAC) program, is not being fund- 
ed. Growers like this, and I am concerned that this sends a mes- 
sage that the short-term programs that we have been working on 
in the past might not be as big a priority for the Administration 
as they have been. 

And so I guess what I am getting at, and I have a roundtable 
today with a bunch of growers and scientists, what would you say 
to them if you were at this roundtable as far as what the short- 
term programs and how important they are — I guess these people 
just sort of feel like the long-term plans are one thing, but they 
don’t feel like they have the long term to wait. And so I just don’t 
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want to lose focus on the short-term programs like the MAC pro- 
gram and the funding that we have had in the past. 

So if you could address them, what can I say to them later today 
when I have them in a room, as far as what the short-term pro- 
gram should he. 

Secretary ViLSACK. Well, Congressman, I think the fact that we 
don’t have a line item doesn’t necessarily mean it is not funded. I 
think it is included and will be included in APHIS’s overall re- 
sponse and reaction. 

So I don’t think you are necessarily going to see a diminishment 
of interest in the MAC. I think you are just going to basically — we 
didn’t put it in as a separate line item, but we did include it in the 
overall APHIS budget. So you can reassure them that there is 
going to continue to be that coordinated effort. Already $61 million 
has been spent on that coordinated effort. We will continue to pro- 
vide assistance. 

You can also tell them that we continue to focus on research, just 
recently announced over $20 million of additional research under 
the citrus greening research initiative that was announced in the 
last couple of days. That brings the total to about $50 million that 
has been committed of roughly the $100 million that has been au- 
thorized for that. 

And you can also point out that we continue to try to use the tree 
assistance, disaster assistance. It is relatively small, but it does 
provide some assistance in terms of essentially eliminating groves 
that are contaminated. 

Look, this is an incredibly sad circumstance because it is not a 
situation where it impacts or affects one producer. It is affecting 
the entire industry, and that is one of the reasons why the fruitful 
rim farm income is down almost 5 percent compared to other parts 
of the country where it is not down quite as much. 

So we are going to continue to work on this, and we are going 
to try to figure out if we can find the way to deal with this. We 
have looked at heat, we have looked at chemical treatments, we 
have looked at phosphorus. I mean, we have looked at a variety of 
different ways to deal with this, and we are going to continue to 
figure it out until we get this figured out. 

Mr. Rooney. Thank you, Mr. Secretary. Thank you, Mr. Chair- 
man. I yield back. 

Mr. Aderholt. Mr. Yoder. 

Mr. Yoder. Thank you, Mr. Chairman. Mr. Secretary, welcome 
to the committee. Appreciate your testimony today. I want to join 
my colleague from Iowa, Mr. Young, in echoing his concerns about 
the agricultural economy. And I appreciated your responses there 
and the dialogue you had. 

And when you look at ag income down 56 percent over three 
years, which has been mentioned in this hearing, it is concerning 
to a lot of us. I come from a long line of farmers. I grew up in rural 
Kansas on a farm, and my grandparents farmed the same farm. 
You know, that is part of the tradition and American heritage. 

I grew up in the 1980s — you mentioned the 1980s. Those were 
tough times, and I remember neighbors going bankrupt. It can look 
rosy one day, just like crops in general. It can look rosy one day, 
and the next day it can’t. 
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And so I am concerned about it, and I want to ensure that we 
do everything we can to protect the rural way of life and protect 
farmers to ensure they can provide a consistent food supply, which 
allows us to put food on the table for the SNAP program and other 
things. 

I also wanted to echo Mr. Valadao’s concerns that he raised that 
I know you answered his question regarding crop insurance. You 
know, last year Congress passed a bill that made a temporary re- 
duction to crop insurance. That of course was something that many 
of us opposed, does not sit well with farmers who feel that this is 
a tough time, and I just want to always echo to you, on behalf of 
farmers in Kansas, how important that crop insurance program is. 

And I know you expressed support for it, but we would certainly 
not be supporting additional cuts that have been recommended to 
the tune of $18 billion over the next decade. 

WATERS OF THE U.S. RULE 

I wanted to turn your attention to the rules and regulations that 
affect farmers. And I know you have been at this a long time. You 
hear from these folks, just like I do. 

They feel under assault from the EPA, from various government 
agencies. And I guess I want to know, as it relates to these regula- 
tions that ultimately increase the cost of agriculture, which makes 
it more expensive for all of our constituents to buy groceries in 
their markets, where is the USDA on the Waters of the U.S. 
(WOTUS) rule? You support it? You oppose it? What is the USDA 
doing to ensure that farmers have a voice in that process and they 
are being represented as the Administration makes these types of 
decisions? 

Secretary ViLSACK. Well, Congressman, I come from a State that 
is currently dealing with a very serious circumstance involving 
farming and water quality. The Des Moines Water Works — and 
Congressman Young knows this very well — has sued three drain- 
age districts in northwest Iowa, alleging that they have failed to 
properly conduct their business. And the result of it is that water 
users in the city of Des Moines are incurring greater expense as 
a result. 

That is now before the Federal courts, and we are very — I am 
very concerned about that, very concerned that a federal judge may 
decide that case, and, in doing so, may create rules, regulations, 
and directions for producers that will be extremely difficult to com- 
ply with. 

So I have obviously been urging an effort on the part of the state 
to work with us to create a much more aggressive conservation ef- 
fort, voluntary conservation effort. This underscores the dynamic 
that is out there. It isn’t just farmers who are concerned about all 
of these issues. We now are beginning to see wastewater treatment 
operations begin to raise this issue. 

So I think, from my perspective, USDA’s responsibility is to 
make sure that we do everything we can to make sure that re- 
sources from conservation are put in place, that they are put in 
place in a strategic way, that they are put in place in the critical 
watersheds in a landscape scale approach that we can actually 
positively impact and affect water quality and water quantity. 
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You know, EPA has got its own responsibilities. We, obviously, 
provide our input, but I am not in a position to tell a sister agency 
what they should or should not do. I can provide them input in 
terms of how I believe what they are thinking about doing will im- 
pact and affect folks that I am responsible for, which we have done, 
and which we will continue to do, on a variety of issues, not just 
this one. 

But I will tell you that this is an issue, the issue of water and 
water quality is an issue that is bubbling up through the surface 
here. No pun intended. And I think it is going to be absolutely ex- 
tremely important for us to use our conservation programs in a 
very strategic and thoughtful way. That is why this regional con- 
servation partnership program is so important. 

FINAL REGULATIONS BY THE ADMINISTRATION 

Mr. Yoder. Well, and I appreciate that, Mr. Secretary. And I 
think the concern is is that many times these federal regulations, 
like WOTUS, don’t really take into consideration how difficult it is 
to implement. Taking little streams on a farmer’s land — and I have 
heard from my homebuilders it creates all sorts of complications 
and expenses. 

And what we don’t realize is that makes it that much harder on 
farmers who are trying to survive in this economy. It makes it that 
much harder to keep agriculture costs down, which ultimately end 
up hitting the pocketbook of all of our constituents. 

Lastly, I would just say as a follow-up, what regulations and new 
mandates should we expect in the final year of this administration 
that you are aware of? You know, often, in either party, you know, 
last years of administrations mean fast-paced new things that they 
are trying to get in before the end of the deadline. 

What is the USD A aware of? What is coming down the pike that 
farmers and the agricultural world should be concerned about? 

Secretary ViLSACK. I can just speak for my Department. We are 
focused on trying to finish the work that has begun that we think 
is important. There are some issues in the organic world that I 
know that some representatives are very interested in that we are 
going to try to finish. 

You know, in terms of other issues, there are always issues in- 
volving pesticides and chemicals that we are keeping an eye on, but 
I don’t know that there is any “new thing” that we are going to try 
to rush through the process. I think, from my perspective, what we 
are going to try to do is do what we have done well and make sure 
that it is grounded and institutionalized so it continues, and com- 
plete the work that we think is feasible and possible to be com- 
pleted, and recognizing that future administrations can easily over- 
turn regulations that are passed in the last minute. That is not my 
intent. My intent is to finish the job I started. 

Mr. Yoder. Thank you. Secretary. 

HIGH-PATH AVIAN INFLUENZA 

Mr. Aderholt. Thank you. Let me switch over to highly patho- 
genic avian influenza. And thank you for your work, and the folks 
at APHIS. Did a tremendous job in working with the poultry and 
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the layer industry not only prevent but also to combat and contain 
the disease. 

I have got a lot of poultry growers in the district that I represent 
in northern Alabama, and quite honestly a lot of poultry growers 
throughout Alabama itself. And there is a close watch on the De- 
partment’s response to the disease in these areas that have been 
affected. I know you have used your authority to provide some in- 
demnity payments, which we do appreciate, and that APHIS just 
released an interim rule on how indemnification would be handled 
as we move forward. 

Tell us a little bit about the modifications of the indemnity pay- 
ments and how the requested increase in the budget fits in the De- 
partment’s plans to move forward as they, too, combat the disease. 

Secretary ViLSACK. Well, first of all, on the indemnity payments, 
we recognize that when we were making payments to the owners 
of the birds we weren’t necessarily providing assistance and help 
to those who were raising the birds, the producers. So we felt that 
there was a necessity to change the indemnification process so that 
it would be a fair allocation and equitable allocation between the 
owner of a bird and a producer who is raising the bird. 

And that is primarily the, together with changing the way in 
which we would indemnify for cleaning and disinfecting. We found 
that we were ending up paying not just for the disease that we 
were combating, but also for some facilities that had not been prop- 
erly maintained over a long period of time. And we recognize that 
perhaps it is not our responsibility to clean up 10 years of prob- 
lems; it is our responsibility to deal with AI. So those are the two 
fundamental changes. 

The reason — ^you know, we are focused on a more rapid response. 
It means that we have to have lab facilities ready to go to make 
the determination as quickly as possible that we are dealing with 
AI and what type of AI we are dealing with. We need to make sure 
that we can get our teams in place so that depopulation can occur 
as quickly as possible, hopefully within 24 hours. 

We need to make sure that we are working with the industry to 
improve biosecurity measures, so that if there is an outbreak that 
we can contain it. What we have found from the preliminary re- 
search of the spring event last year is that these migratory birds 
basically decided to stop in Iowa and Minnesota for a longer stay 
than they normally stay, which is the reason why we saw such a 
concentration of this. So we obviously have additional work to do 
in terms of figuring out precisely how to deal with this. 

We are also looking at vaccines. There is no commitment to use 
the vaccine. We know that there is some controversy about this. 
But in the event there is a decision to use it, we want to make sure 
that it is stockpiled. So we are in the process of I think developing 
roughly a 50-million-dose stockpile, because the reality is, while we 
had to depopulate 50 million birds, not all those birds were sick. 
A really small percentage of those birds were sick. 

So potentially you have got a situation where, if you really figure 
this out, you might be able to be more strategic in terms of depopu- 
lation efforts. And we are obviously continuing to make sure that 
our trading partners understand and appreciate that when this oc- 
curs and pops up that, while it may impact imports from that par- 
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ticular county or state, it shouldn’t impact imports from other parts 
of the United States that are not currently suffering from AI. 

And I think we have done, for the most part, a pretty good job 
of getting people to understand that. We still have a few outliers. 

DRUG TESTING FOR SNAP 

Mr. Aderholt. OK. There was a discussion a little bit earlier 
about SNAP. I know that some states have expressed interest in 
implementing a drug testing policy for SNAP, but USDA has not 
allowed the states to implement any type of policy like that. 

Just wanted to get your rationale on why you deny states the op- 
tion of implementing some type of drug testing program. 

Secretary ViLSACK. Well, there are already restrictions in terms 
of who can get SNAP, in terms of folks who have violated the law. 
And the question is: what other programs that we support, that we 
provide assistance to, are we going to require drug testing? I mean, 
are we going to require drug testing of all the other programs that 
we have at USDA? And it is a situation of equity. I mean, we are 
not quite sure what the relationship is, and we are not sure what 
the problem is we are trying to solve here. 

Mr. Aderholt. All right. 

Secretary ViLSACK. So, well, go ahead. 

Mr. Aderholt. I understand there is a difference in the interpre- 
tation of the term “welfare” as defined by President Clinton’s 1996 
Welfare Reform Act. Does the term “welfare” apply to SNAP? 

Secretary ViLSACK. We don’t see it this way, and that is why we 
are contesting — why we are engaged in litigation in Wisconsin over 
this very issue. We think the state is not correct in its interpreta- 
tion of our law. 

Mr. Chairman, I would like to provide you a more detailed, more 
legalistic answer to your question, because it is a serious one. And 
I want to make sure that I provide you the right answer, but I — 
from my own legal experience, I am convinced we have a very, very 
strong legal position in terms of our definition and our interpreta- 
tion of the terms, and that our nutrition assistance programs, you 
know, they are just not the same as cash welfare. I mean, they are 
just fundamentally different. 

Mr. Aderholt. Well, I understand the Temporary Assistance for 
Needy Families (TANF) program has a drug testing component, 
and that states have the option of implementing that. And I am 
wondering if you or the staff at Food and Nutrition Service have 
looked at the TANF program to see if there is something that 
might be beneficial within the SNAP program, since there is some 
interaction between the two programs. 

Secretary ViLSACK. Well, what we have looked at, maybe the un- 
derlying part of your question, is whether or not we continue to 
look at the integrity and the use of these benefits for the purpose 
for which they are intended, and the answer to that question is ab- 
solutely. 

We continue to look for ways in which we can improve the integ- 
rity of the program. The integrity and error rates of this program 
are lower than they were when I became Secretary, and we are 
continuing to have individual investigations, we are continuing to 
have investigations of grocery stores and convenience stores, where 
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there may be potential fraud. We are data mining. We are ana- 
lyzing information. We are increasing the number of inspectors. We 
are asking states to do a better job. 

I think last year we had 640,000 reviews and investigations of 
individuals to make sure that they are using these benefits prop- 
erly, that they are not using them for some inappropriate purpose. 
Tens of thousands have been disqualified. We have done the same 
thing with convenience stores and grocery stores, and hundreds of 
those have been disqualified from ever participating in the pro- 
gram. 

Mr. Aderholt. Well, the bottom line, we are looking at, is there 
a model that can help those that are found to have a drug abuse 
problem get the help they need, and which obviously is going to be 
better for their families and society as a whole. So, you know, is 
there a model out there that can help these folks? 

Secretary ViLSACK. Well, I can only speak on this issue in light 
of what I have said to Chairman Rogers. When the lack of services 
in rural America for substance abuse and mental health — when 76 
percent of the shortage areas are located in rural areas, I would 
say the first line of defense, Mr. Chairman, would be to adequately 
fund mental health and substance abuse services in rural America. 

It wouldn’t necessarily be imposing a drug test that would be 
randomly proposed. I just don’t think that is going to solve the 
problem that you are addressing. 

Mr. Aderholt. Well, I understand that there may need to be 
some help in that regard to try to make sure those programs are 
funded. But, at the same time, I think we cannot turn a blind eye. 
I think it would be helpful if the drug abusers are identified. Get 
them the help they need. This is something that I think we need 
to look more closely at. So thank you for your comments. 

Mr. Farr. 


HORSE INSPECTION 

Mr. Farr. Thank you, Mr. Chairman. 

Thank you, Mr. Secretary, for helping us at least standing on the 
same side of a very controversial issue within our Committee, 
which is continuing the language to ban the inspection of horses for 
human food. It has been a debate in this Committee year after 
year. 

The amendment that I carried last year tied, so it failed. And yet 
the Omnibus bill, with Senate help, included it. And I strongly sup- 
port this language, and I am pleased to see that the Administration 
requested it again this year. I was just interested on your views on 
continuing this language. I also have some other questions, so it is 
not my only one. 

Secretary ViLSACK. There are many things about this job that I 
love and that I will miss when I no longer have it. Talking about 
horse slaughter is not one of them. This is a tough issue, to be can- 
did. I understand and appreciate the ban. 

I would say that we need to address the fundamental problem, 
which is that we have got a lot of wild horses out there that we 
need to figure something else out other than slaughter because 
they do create some serious challenges for us, particularly on public 
lands and particularly on private lands. 
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And I do not know that we have necessarily been serious about 
that piece of the problem. And so my suggestion and advice would 
be instead of talking about and debating horse slaughter, we ought 
to be figuring out what do we do with these horses that would not 
necessarily be inhumane, that would be appropriate. We just do not 
know enough about — 


ORGANIC AQUACULTURE RULE 

Mr. Farr. I am not just talking about wild horses, but also — 
what do we call it — private horses. The wild horses are owned by 
the government, but also a lot of the people want to just get money 
for their old grey mare, but not necessarily an old grey mare. It 
could be racehorses. It could be all kinds of horses. So I think we 
ought to continue the ban, and I know you have supported that. 
And I agree with you on the wild horses. 

Let me switch to — and I hope that we can get some support, 
when it was controversial again in Committee — could you just look 
into something for me? I have been supporting the rural 
mariculture, the agriculture, the aquaculture people, and particu- 
larly the marine mariculture. 

And the organic rule has been stuck in 0MB for a long time, and 
people are just champing at the bit to get it out there in circula- 
tion. I do not know what the hell — it is in 0MB. So could you push 
to get it out of there and get it out to the rulemaking review proc- 
ess? 

Secretary ViLSACK. My staff knows that that is on the list of 
things to get done. Congressman. 

Mr. Farr. Well, let’s get it done. Let’s get it out of there as soon 
as possible. 

Secretary ViLSACK. It is on the list along with your lab in Sali- 
nas. 


LIGHT-BROWN APPLE MOTH 

Mr. Farr. Well, there are lots of problems. 

The specialty crop issues also concerned is about the $12 million 
cut from last year’s level. And the two concerns that were raised 
to me in California are the light-brown apple moth — hope that you 
will keep that at level funding — and one that I think you ought to 
be bragging about, particularly in light of what other Members 
have brought up today, is the successful program in the European 
grape moth eradication. 

We are not there yet, but that was devastating Northern Cali- 
fornia and all the wine grape folks. And we have only found one 
moth in 2015. So we need to keep monitoring and trapping and ev- 
erything, and we hope that that program will not be reduced be- 
cause we have to go from being cleared — it has not been cleared yet 
that we are safe. 

But it is also an incredible story of how you attacked an invasive 
species and, with the collaboration of all the counties and all the 
growers, and it was quite a war on an insect, that it seems to me 
that it has been relatively successful. So we want to make sure we 
do not lose any of the money to get it totally eradicated. 

Secretary ViLSACK. We will continue to work with California De- 
partment of Agriculture on the light-brown apple moth. And the 
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good news is that there are a number of items for export that we 
have sort of said, that is no longer an issue and no longer a prob- 
lem. We recently announced several of those. We will get that list 
to you, Representative. 

[The information follows:] 
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Light Brown Apple Moth <LBAM) 

Host List Exempted from Federal Quarantine Order 

August 2007 (Revised December 2015} 

The host commodities, listed below, are exempt from the conditions required 
in the LBAM Federal Domestic Quarantine Order for interstate movement of 
regulated articles. The exemption is applicable only to commercially- 
produced commodities based on the pest mitigations provided through industry 
standards of production, harvesting, and packaging practices for each of the 
exempted commodities. Commodities that are not produced using these industry 
practices remain subject to the program requirements for interstate movement . 
The most recently added commodities are in bold font. 


Host 

(Scientific 

Name) 


Host 

(Common Name) 


Justification for Exemption 


Brassica spp. 


Broccoli 

Brussel sprouts 

Cauliflower 

Cabbage 

Kale 

Bok choy 
Kohlrabi 


Integrated Pest Management (IPM) 
practices implemented by producers, 
including the use of routine chemical 
applications that are designed to 
suppress Lepidoptera pests, also 
target LBAM. In addition, harvesting 
and packaging practices provide the 
safeguard necessary to eliminate the 
risk of harboring LBAM, As each of the 
listed Brassica spp. commodities is 
handpicked, the outer leaves are 
removed, and inspected for quality, as 
well as ensuring freedom from pests 
and diseases before packing and 
storage. Blemished commodities do not 
leave the production area and are 
either disked into the ground or 
consumed locally. 


Brassica spp. 


Mustard 

Collards 


In addition to the above practices, 
mustard leaves and collards are 
carefully washed and inspected again 
prior to packing and storage. 


Petroselinum 

crispum 


Parsley 


IPM practices implemented by 
producers, including the use of 
routine chemical applications that are 
designed to suppress Lepidoptera 
pests, also target LBAM. Harvest 
practices focus heavily on visual 
inspection of leaves in the field 
before packing and any blemished 
product does not leave the production 
site. Leaves are washed and inspected 
again before packing. 


Same as parsley 


Apium spp. 


Celery 
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Host 

(Scientific Name) 


Host 

(Common Name) 


Justification for Exemption 


Lacluca saliva 


Head Lettuce 


IPM practices implemented by producers, 
including the use of routine chemical applications 
that are designed to suppress Lepidoptera pests, 
also target LBAM. In addition, harvesting and 
packaging practices provide the safeguard 
necessary to eliminate the risk of harboring 
LBAM. Each head of lettuce is handpicked; the 
outer leaves are removed, and inspected for 
quality, as well as ensuring freedom from pests 
and diseases before packing and storage. 
Blemished lettuce heads do not leave the 
production site and are either disked into the 
ground or consumed locally. 


Lacluca saliva 

Leaf Lettuce 

IPM practices implemented by producers, 
including the use of routine chemical applications 
that are designed to suppress Lepidoptera pests, 
also target LBAM. In addition, leaf lettuce is 
mechanically harvested, thoroughly washed, and 
then inspected before shipping from the regulated 
area. 


Spinach 

Same as leaf lettuce 

Asparagus 

officinalis 

Asparagus 

Only the asparagus spears are harvested. After 
harvest they are washed, inspected and bundled 
before packing and shipping. Any blemished 
spears would be culled in the field. 

Cucurbila spp. 

Squash 

Pumpkin 

Only the squash and pumpkin are harvested (no 
leaves) and the product is inspected thoroughly 
before shipping from the field. 

Capsicum spp. 

Peppers 

Only the peppers are harvested (no leaves) and 
the product is inspected thoroughly before 
shipping from the field. 

Solanum 

lycopersicum 

Tomato 

Only the tomatoes are harvested (no leaves) and 
the product is inspected thoroughly before 
shipping from the field. 

Daucus spp. 

Carrot (w/o tops) 

This root crop is generally harvested 


mechanically with leaves removed in the field. 
Carrots are processed in packing plants where 
they are washed, brushed, inspected and packaged 
before shipping. 
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Host 

(Scientific 

Name) 

Host 

(Common Name) 

Justification for Exemption 

Cynara scolymus 

Globe artichoke 

Only artichoke thistle flower heads are harvested 
and are inspected twice before packing and 
shipping from the field to the cooler. They are 
inspected again at the cooler before final packing 
and shipping to market. 

Raphanus spp. 

Radish (w/o tops) 

This root crop is generally harvested 
mechanically with leaves removed in the field. 
Radishes are processed through packing plants 
where they are washed, brushed, inspected and 
packaged before shipping. 

Solarium spp. 

Potato 

This root crop is generally harvested 
mechanically with no leaves attached. Potatoes 
are processed in packing plants where they are 
washed, brushed, inspected and packaged before 
shipping. 

Beta spp. 

Beet 

This root crop is generally harvested 
mechanically with leaves removed in the field. 

Beets are processed in packing plants where they 
are washed, brushed, inspected and packaged 
before shipping. 

Olea spp. 

Olive 

The product is handpicked and placed in bins that 
are immediately taken to paeking plants where the 
olives are placed in a brine solution for curing. 

Juglans spp. 

Walnuts 

All commercial walnuts are mechanically 
harvested free of husks and leaves and are taken 
in bins to packing plants where they are inspected 
thoroughly before packing. 

Zea mays 

Sweet Com 

1PM practices implemented by producers, 
including the use of routine chemical applications 
that are designed to suppress Lepidoptera pests, 
also target LBAM 

In addition to this, processing and packaging 
practices involving the use of an ice water bath 
immediately followed by the commodity being 
packed in ice for shipment provides the safeguard 
necessary to eliminate the risk of harboring or 
reinfestation of LBAM, 

Opuntia spp. 

Tuna (fruit and pad) 

This product is handpicked, allowing for in-field 
inspection. In addition to this, processing and 
packaging practices involving the use of hot water 
dip, spine removal, and post-harvest storage 
provides the safeguard necessary to eliminate the 
risk of harboring or reinfestation of LBAM. 

Various species 

Baled Hay 

This product is generally harvested mechanically, 
dried, and compressed into bales. 


























Host 

(Common Name) 


Justification for Exemption 





Fragaria spp. 

Strawberry (dormant, 
frozen strawberry 
nursery stock) 

The product is dormant, frozen strawberry 
nursery stock grown by State certified 
producers. 

Allium cepa 

Green Onion (with 
tops cut) 

IPM practices implemented by producers, 
including the use of routine chemical 
applications that are designed to suppress 
Lepidoptera pests; also target LBAM. In 
addition, green onions are hand-picked; tops cut 
by hand, inspected, washed, and packed. 

Onion, dry 

This product is harvested; tops removed; cured 
in the field prior to storage. Before packing, the 
onion is thoroughly inspected. 

Allium sativum 

Garlic 

This product is harvested; tops removed; cured 
in the field prior to storage. Before packing, the 
garlic is thoroughly inspected. 

Citrullus lanatus 
Citrullus 
vulgaris 

Watermelon 

This product is harvested without leaves; 
visually inspected prior to packing. 

Coriander 

sativum 

Cilantro 

1PM practices implemented by producers, 
including the routine use of chemical 
applications that are designed to suppress 
Lepidoptera pests; also target LBAM; product 
is handpicked; inspected; hydro-cooled. 

Cucumis melo 

Melons 

IPM practices implemented by producers, 
including routine use of chemical applications 
that are designed to suppress Lepidoptera pests; 
also target LBAM; product is handpicked; 
inspected prior to packing. 

Daucus carota 

Carrot 

IPM practices implemented by producers, 
including routine use of chemical applications 
that are designed to suppress Lepidoptera pests; 
also target LBAM. Product is handpicked, 
inspected and washed prior to packing. 

Foeniculum 

vulgare 

Fennel 

1PM practices implemented by producers, 
including routine use of chemical applications 
that are designed to suppress Lepidoptera pests; 
also target LBAM. Product is handpicked; 
inspected prior to packing. 
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Host 

(Scientific 

Name) 

Host 

(Common Name) 

JustiFication for Exemption 

Gossypium 

hirsutum 

Gossypium 

barbadense 

Cotton 

IPM practices implemented by producers include 
routine use of chemical applications that arc 
effective on LBAM. Product is harvested 
mechanically; heated; ginned; and compressed 
into bales. 

Pistacia vera 

Pistachio 

Commercial pistachios are mechanically 
harvested; dried; leaves removed; visual 
inspection during packing 

Prunus 
amygdalus 
Prunus dulcis 

Almond 

Commercial almonds are mechanically harvested; 
dried; fumigated. Leaves and hulls are removed; 
visual inspection of nuts prior to packing. 

Punica 

granatum 

Pomegranate 

This product is harvested without leaves; washed; 
brushed; waxed; inspected during packing 

Taraxacum 

officinale 

Dandelion green 

1PM practices implemented by producers, 
including routine use of chemical applications 
that are designed to suppress Lepidoptera pests; 
also target LBAM, Product is handpicked; 
inspected prior to packing. 

Ziziphus jujube 

Jujube 

Fruit is hand harvested without leaves; inspected 
prior to packing 

Dried Fruit (such 
as raisins, dates, 
etc) 

Various 

Analysis of scientific literature showed that 

LBAM is not a storage pest. 

Actinidia spp. 

Kiwifruit 

Pest management guidelines in California for 
kiwifruit include visual inspection at prebloom 
and bloom; chemical application if applicable 

Kiwifruit is hand harvested; leaves removed; 
thoroughly inspected prior to packing. 

Vaccinium spp. 

Blueberry 

lilllililiM 

Diospyros kaki 

Persimmon 

Pest management in California for persimmon, 
including hand harvesting, leave removal, and 
visual inspection, minimize the likelihood of 

LBAM movement. 

Phaseolus 

vulgaris 

Green beans 

IPM practices implemented by producers 
including chemical application greatly reduce 
LBAM if present in production areas. 

Beans are either machine or hand harvested; 
visually inspected prior to packing. 
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Host 

(Common Name) 

JustiHcation for Exemption 

Rhaphams 

sativus 

Daikon 

1PM practices implemented by producers 
including chemical application greatly reduce 
LBAM if present in production areas. 

Daikon, with or without tops, is hand-picked; 
washed; and visually inspected prior to packing. 

Prunus avium 

Cherry 

The combination of low field prevalence and 
packing procedures make it highly unlikely that a 
foundation LBAM population could be moved out 
of the quarantine area with cherry fruit after 
conventional production and harvesting. 

Fragaria x 
ananassa 

Strawberry 

(conventionally 

produced) 

Based on evidence and our current 
understanding 

of LBAM biology, we have determined that it is 
appropriate to remove picked-and-packed fresh 
strawberry fruit produced using conventional 
(non-organic) field-production methodologies. 

Citrus sp. 

Citrus fruit 

(conventionally 

produced) 

LBAM survival on citrus is low compared with 
non-citrus hosts. The combination of low field 
prevalence and packing procedures make it highly 
unlikely that a foundation LBAM population 
could be moved out of the quarantine area with 
citrus fruit after conventional production and 
harvesting. 

Prunus persica, 

P. armeniaca, 

P. persica var. 
nucipersica, 

P. persica, P. 
domestica or 

P. salicina, 

P. armeniaca X 

P. domestica X 

P. armeniaca, 

P. armeniaca x 

P. domestica X 

P. domestica 

Stone fruit (peaches, 
plums, nectarines, 
and apricots) 

1PM practices implemented by producers, 
including routine chemical applications to 
suppress Lepidoptera pests, keep LBAM 
prevalence very low in stone fruit production 
areas. The combination of low field prevalence 
and packing procedures (i.e. hand packing and 
refrigeration at 1°C prior to shipment) make it 
highly unlikely that a foundation LBAM 
population could be moved out of the quarantine 
area with stone fruit. 

Malus domestica 

Apple 

Apple producer best management practices 
greatly reduce both the prevalence of LBAM in 
production areas and the likelihood that LBAM 
will be present on market-ready commodities. 
Movement of commercially produced apples 
represents a low risk pathway for establishment of 
new LBAM infestations after conventional 
production and harvesting. 
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Host 

(Common Name) 

Justification for Exemption 

Pyrus communis 

Pear 

Attributes of pears and the industry practices, 
such as monitoring for pests, application of 
mating disruption, visual inspection, and hand- 
packing without leaves provide further 
mitigations to prevent human assisted dispersal of 
LBAM. 

Fersea 

americano 

Avocado 

(conventionally and 
organically grown) 

Analysis of commercial production practices 
determined avocadoes present a low risk of 
dispersing viable populations of the pest. Standard 
practices include thorough inspection and hand 
packing of each harvested fruit, with damaged 
fruit culled. The commercial processing would 
result in the detection and removal of any leaves 
attached to the fruit, any larvae or pupae hidden 
underneath the leaves, and any larvae or pupae 
present without leaves. 

Vitis vinifera 

Table grapes 

IPM practices implemented by producers 
minimize risk of LBAM; fruit is hand harvested; 
visually inspected prior to packing; stored and 
shipped at low temperatures. 

Vitis vinifera 

Wine grapes 

IPM practices implemented by producers 
minimize risk of LBAM; fruit is harvested in a 
manner that is not conducive to maintaining live 
larvae, visually inspected prior to packing, stored 
and shipped at low temperatures. Green waste, 
the product left after the processing of wine 
grapes, is simply the next step in the same 
pathway, thus green waste is also exempt. 

Anigozanthos 
flavidus, 
Anthuriiim 
andraeanum, 
Echeveria sp . , 
Eucalyptus 
pulverulenta, 
Freesia alba, 
Gerbera 
Jamesonii, 
Narcissus sp. 
and 

Zanledeschia 

aethiopica 

Kangaroo paws, 
anthurium, echeveria, 
Eucalytus baby-blue, 
African daisy, freesia, 
daffodil/narcissus/ 
jonquil, calla/arum 
lily; all as 
commercially 
produced cut 
flowers/cut 
succulents. 

G. jamesonii is eligible for exemption based on 
industry practices, since the host is not shipped 
with leaves which minimizes risk. E. 
pulverulenta is eligible for exemption based on 
industry practices and culling of unwanted 
leaves and stems at floriculture centers. The 
following are eligible based on non-host status: 
anthurium, calla lily, daffodil, echeveria, freesia 
and kangaroo paws. 


















Justification for Exemption 


Host 

(Scientific 
Name) 
Palmaceae 
Cycadales 
Cactaceae 
Agavaceae - 

Mangav 

e 

Aizoaceae- 

Aloinopsis, 

Antimima, 

Aplenia, 

Argyroderma, 

Carpobrotus, 

Cephalophyllwn 

, Cerochlamys, 

Conophylum, 

Cylindrophyllu 

m, Delosperma, 

Dinteranthus, 

Drosantemum, 

Faucaria, 

Fenestriaria, 

Frithia, 

Gihbaem, 

Glottiphyllum, 

Lampranthus, 

Lapidaria, 

Lithops, 

Oscularia, 

Pleiospilos, 

Rabiea, 

Rhombophyllum 
, Ruschia, 
Schwantesia, 
Tilanopsis, and 
Trichodiadema. 


Host 

(Common Name) 


Commercially 
grown palms and 
cycads and various 
genera of cacti and 
succulents as 
provided. With the 
exception of 
succulents of the 
genera Senecio and 
Euphorbia. 


Eligible due to non-host status. Possible host 
associations with members of the genera 
Senecio and Euphorbia do not allow those 
plants to be exempted at this time. 


Aloaceae - 

Gasteraloe, 









Gasterworthia 

Amaryllidacea 

e - Allium 

Apocynaceae - 

Caralluma, 

Ceropegia, 

Cynanchum, 

Fockea, 

Hoodia, 

Huernia, Orbea, 
Stapelia 

Asparagaceae - 

Agave, Aloe, 

Bowiea, 

Calibanus, 

Dasylirion, 

Drimiopsis, 

Furcraea, 

Gasteria, 

Haworlhia, 

Hesperaloe, 

Ledebouria, 

Ornithogalum, 

Sansevierea, 

Veltheimia, 

Yucca 

Commelinacea 

c - Tradescantia 

Compositae - 

Kleinia, 

Othonna 

Crassulaceae - 

Adromischus, 

Aeonium, 

Aichryson, 

Bryophyllum, 

Cotyledon, 

Cotyledon, 
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Crassula, 

Crassula, 

Cremnosedum, 

Dudleya, 

Echeveria, 

Graptopetalum, 

Graptosedum, 

Graptoveria, 

Jovibarba, 

Kalanchoe, 

Monanthes, 

Orostachys, 

Pachyphytum, 

Pachysedum, 

Pachyveria, 

Rosularia, 

Sedeveria, 

Sedum, 

Sempervivella, 

Sempervivum, 

Tacitus 

Cucurbitaceae 

- Xerosycos 

Didiereaceae - 

Alluaudia, 

Didierea 

Dioscoreaceae - 

Dioscorea, 

Testudinaria 

Euphorbiaceae 

- Monadenium, 
Pedilanthus, 
Synadenium. 

Fouquieriaceae 

- Fouquieria 

Gesneriaceae - 

Reichsteinaria 


Malvaceae - 
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Bomhax 

Piperaceae - 

Peperomia 

Portulacaceae - 

Anacampserox, 

Calandrinia, 

Portulaca, 

Portulacaria 

Vitaceae - 

Cyphostemma 

Xanthorrhoeac 

eae - Bulbine 
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Mr. Farr. And the European grape moth? 

Secretary ViLSACK. Yes. 

Mr. Farr. Thank you. 

Mr. Aderholt. Dr. Harris. 

Dr. Harris. Thank you very much. And you are right. He agreed 
with you. 

Let me just follow up a little bit with the chairman’s questions 
about the SNAP and drug testing. I would hope that, for instance, 
if a state wanted to initiate a program — ^because in my rural areas, 
as you have conversed with the chairman, heroin abuse, drug 
abuse, is a huge problem. 

And I would hope that we look for ways to identify individuals 
in the community who choose not to seek help because, as you tes- 
tified, those people who are independently minded, even if it is 
available, they may not feel that they are going to go and seek 
help. And we should look for ways to reach out. 

So if a state wanted to, for instance, institute a program where 
it tested beneficiaries and referred them, and made that a require- 
ment that you actually get referral and treatment to treat these in- 
dividuals, I would hope the Department would be supportive of 
that. 


CATFISH INSPECTION 

Let me move on to one thing that is new, I know, in your wheel- 
house, which is the catfish inspections. And if you did not like 
horse slaughter, you are not going to like this either, I guess. And 
again, particular to my district, I had a blue catfish farmer — not 
farmer; I should not say — he does wild caught in the Chesapeake 
Bay. And the blue cats, which are a non-native species, are a huge 
problem in the Bay. The biomass of these, by the way, which eat 
rockfish, which eat crabs, is eight times the rockfish biomass in the 
Bay and growing. 

And he is afraid, and I am afraid, that if we do institute these 
regulations in a way that impede my blue catfish wild caught 
watermen, then we are going to do damage to the Chesapeake Bay. 
We have to control this species, and the way to control it really is 
you fish them, and you fish them until — you will never eliminate 
them, but you have to control them with fishing. 

And he is very worried about that, so I would just bring that con- 
cern to you, that yes, I understand the whole food fight — no pun 
intended — ^between our Southern farmers for catfish and imports. 
But caught up in this are this non-native species, the blue catfish 
in the Chesapeake Bay, as well as the channel catfish, which is 
also a non-native in this. 

WATER AND WASTE DISPOSAL PROGRAM 

And finally, and I will just close and just add, that — and I am 
going to ask a question. Maybe your staff knows this or not. But 
your program level for direct loans for water and waste disposal 
was $1.2 billion, and you propose to decrease it by 33 percent. Now, 
is that because you have no backlog for this, for these loans? 

Secretary ViLSACK. No. It is because we are working with the 
private sector to engage them in dealing with this issue. And we 
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are actually seeing quite a bit of interest in pension plans and pri- 
vate capital markets to invest in these projects. 

Dr. Harris. Right. But until then — and my concern is, again, I 
have small rural communities which depend on these loans for 
their upgrades. Because again, I live on the Bay. You know the 
rules, and USDA is caught up in this as well. 

This argument about who is going to control the pollution into 
the Chesapeake Bay, is it going to be the agriculture community 
or are we going to look to the small waste treatment plants that 
need to be upgraded to go from Biological Nutrient Removal (BNR) 
to Enhanced Nutrient Removal (ENR), and these all cost money. 
These small communities, as you know, do not have the money. 
They depend on this program. 

So I was a little disappointed to see this 33 percent decrease. If 
there is no absence — unless you have no backlog. If you have a 
backlog, why would you do it? 

Secretary ViLSACK. No, no. There is a $10 billion commitment 
from the Earm Credit Association to work with us in collaboration. 
So we are going to be able to leverage those resources more effec- 
tively. There is a tremendous need out there. There is no question 
about that. 

Dr. Harris. Thank you very much. And thank you for recog- 
nizing that. 

Secretary ViLSACK. On the FSIS issue, wild caught fish destined 
for human consumption is going to be inspected. And we will work 
with any stakeholders that you have; if they need information or 
want to know what the rules are, we would be happy to 

Dr. Harris. Thank you very, very much. I appreciate that. And 
I yield back. 

Mr. Aderholt. Ms. Pingree. 

ASSISTANCE EOR EARMERS 

Ms. Pingree. Thank you, Mr. Chair. Thank you again for all 
your answers today and just the work that you have been doing. 

I want to ask you a few questions about economic opportunities 
at the Department of Agriculture. And while I understand you 
have an extremely diverse mission and it is amazing sometimes to 
hear the entire line of questioning, from rural electric development 
to nutrition programs, I sometimes get concerned when we try to 
add more social missions onto the organization. 

I would be very concerned if we had drug testing and thought 
that was a vehicle for SNAP recipients to get more care because, 
just as you mentioned, I represent a very rural State. There is not 
enough treatment out there already. We know a lot of people who 
need that treatment, and one of our issues is not trying to find 
more of those people; it is how we help people out in a State like 
mine. 

But what I want to talk about, I think, is in my opinion one of 
the core missions of your organization, and that is how we enhance 
the economic opportunities for farmers in rural areas. And it has 
been really great to watch over the 8 years; you have been a part 
of this transition into opportunities for farmers that were not there 
before and new markets. 
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You have mentioned many times today local and regional food 
systems and that has even been an asset for some of the traditional 
farmers you mentioned earlier who are struggling economically. 
This is one of the places where people have found growth. And I 
want to talk about how we can do more of that. 

I am just going to throw out two or three concerns I have, and 
then I will let you go at it so I do not have to keep asking the ques- 
tion. One of them that is kind of a thorn in my side is about or- 
ganic research. 

Now, I come from one of those states where we have seen some 
of the greatest opportunities for agriculture resurgence because of 
the markets in organic farming. We have added the most organic 
farmers in our State than any other state between 2008 and 2014. 
It has been a great opportunity for us. 

But as you know, in spite of the huge growth in this market, 
there is a shortage of many things. Whether it is corn or wheat or 
dairy products, not enough is out there. And I think for a lot of 
farmers who want to make that transition, there has not been suf- 
ficient research in methodologies and how to go about doing it. 

So one of my issues — and I am thrilled to see that the President’s 
budget requests $700 million for the Agriculture and Food Re- 
search Initiative, AFRI — by my calculation less than .1 percent of 
AFRI funding went to organic projects in 2014. 

So I want to hear a little bit about, if you do receive some of that 
funding, what are you doing to enhance that research opportunity, 
which I see as a direct economic benefit to farmers around the 
country, not just our State? And what else could you be doing be- 
sides AFRI to better serve organic farmers? 

And I want to throw something in there. I know one of your goals 
has been around lowering the age of our farmers. That is a big 
challenge that you have talked about, and certainly how we en- 
hance beginning and new farmers. Again, I represent the oldest 
state in the Nation, but the number of young farmers in our state, 
aged 34 and younger, grew by 40 percent in the last decade. 

So we see these great opportunities. And one of the challenges 
that we are seeing is what is happening in many states. They get 
started, but when it comes to scaling up, there are big challenges. 
You can start as a small farm. Maybe you sell out the back door, 
or you go to a farmers market. But then when you want to get into 
wholesale or other markets, those are some of the challenges. 

So I want to hear if there are any ways that you think the Begin- 
ning Farmer and Rancher Development Program (BFRDP) could be 
used to help midsized farmers scale up. Or are there other USDA 
programs that could help with that initiative? 

And just to throw one last thing in there, because I am going run 
out of time, we are very grateful for Value-Added Producer Grants. 
And one of the challenges that our farmers have is around the no- 
tice of funding availability that should have been out in December 
or January. 

It is already February. We do not have that yet. And again, for 
farmers who need two or three months to complete these grants, 
which can be enormously beneficial in changing their opportunities, 
could you get it in a routine so it always came on time? 
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I have given you almost no time to answer, but I know you can 
do it quickly. 

Secretary ViLSACK. Organic research, there is a specific organic 
research initiative in the farm bill, over $100 million. We are in the 
process of putting that resource out over a period of time. Organic 
does represent roughly 1 percent of the land mass of the U.S. It 
is roughly 20,000, and growing, certified operators. 

One of the challenges, of course, is transitioning land from con- 
ventional farming to organic farming. There is a requirement that 
you transition. I think if there is a future focus, it should be on try- 
ing to figure out ways in which we can assist that transition pe- 
riod. 

There really is not much in the form of assistance in that re- 
spect. There are a couple of — you have got a Conservation Reserve 
Program (CRP) transition program that helps beginning farmers 
get involved, but there is very little in that space, and that is one 
place I would say. 

We have helped in expanding risk management tools. We have 
developed a price election option for 70 organic crops. We have pro- 
vided contract provisions in risk management for organic crops. We 
have created the research initiative. We have created the microloan 
program, which can transition into our long-term operating and 
ownership loan programs, because we give the farmer the ability 
to create the experience that will allow them to qualify for the larg- 
er loans. 

We have worked on expanding growing seasons with high tunnel 
houses, over 15,000 of those. We have looked for ways in which we 
can expand market opportunities through food hubs, farmers mar- 
kets, and we have also had equivalency agreements with South 
Korea, Japan, the EU, Canada, and — I think we are working on 
one with Mexico. 

So we are really engaged in this space, and we will continue to 
look for ways to provide help and assistance. But we have tried to 
focus this on an holistic, comprehensive approach. 

Sorry, Mr. Chairman. 

VALUE-ADDED PRODUCER GRANTS 

Ms. PiNGREE. I know I am out of time. But how about the notice 
of funding availability on Value-Added Producer Grants? 

Secretary ViLSACK. I will check on that. I do not know what 
the 

Ms. PiNGREE. Yes. I am sure your office can update us on that. 
Thanks. 

[The information follows:] 

The Department recognizes the importance of issuing the funding announcements 
for the Value-Added Producer Grants (VAPG) early in the fiscal year to ensure that 
applicants can complete and submit their material prior to the start of planting sea- 
son. The Department expects to have the final VAPG Notice document published by 
the end of March 2016 and will strive to further improve the process for the FY 
2017 award cycle. 

Mr. Aderholt. Mr. Young. 

Mr. Young of Iowa. Thank you, Mr. Chairman. 

Mr. Secretary, avian influenza, you saw what happened just in 
Iowa, throughout the Midwest, parts of the West the largest out- 
break in the history of the United States harming our livestock. We 
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do not have crystal balls to know when these things come along. 
But we have to respond quickly with a vaccine. I wonder how that 
process is doing with the outbreak over, although we have seen an 
outbreak happening right now in Indiana with turkeys. 

The HPAI vaccine appears to be strain-specific, and Indiana has 
been hit with the H7 strain. Will the vaccine created for the H5 
strain work against the H7 strain, do you know? Do we know? 

Secretary ViLSACK. I do not know the answer to that question. 
I know that we have been working with Harrisvaccines in Ames 
and another vaccine company to stockpile the appropriate vaccine. 
But I will tell you. Congressman, the fact that we have it does not 
necessarily mean that we will use because, as you know, it is quite 
controversial. 

There is a split within the industry about whether or not it is 
appropriate to use and the impact it will have in terms of mes- 
saging to our trading partners. The concern is that it may be mis- 
interpreted that it represents a problem with the entire industry 
as opposed to a particular flock. And we are working to try to get 
people educated and trying to work through international organiza- 
tions so that if and when that is ever used, the vaccine is used, it 
does not have a very devastating impact on trade. 

Mr. Young of Iowa. How long does it take to develop a new 
strain? I guess it depends on the strain? Is it trial and error? 

Secretary ViLSACK. It depends. I think the folks did a pretty 
amazing job under the circumstances. Once this thing cropped up, 
within a matter of months, there was a direction, and within a 
matter of six months or so, we had something that we could condi- 
tionally license. So I think the industry and our ARS facilities oper- 
ate pretty well in this space. But the problem with this is it mu- 
tates. And we saw in Indiana, for example, a different mutation. 

Mr. Young of Iowa. And it could go to a different species as well. 

Secretary ViLSACK. It can. And that is part of the challenge — one 
of the reasons why we think it is important to continue to ramp 
up research dollars. 

PORK INSPECTION MODERNIZATION 

Mr. Young of Iowa. Yes. Well, I appreciate, out of the four prior- 
ities, that the research dollars are very important. So I appreciate 
that. 

Pork inspection. Pork producers, they have been very supportive 
of the Food Safety and Inspection Service effort to modernize pork 
inspections, seeing it as a way to increase efficiencies, effectiveness, 
rapid adoption. We have heard some concerns, and you have heard 
some concerns, by Members of Congress about the Administration’s 
pork inspection modernization efforts, specifically about the model’s 
ability — or inability, maybe — to address food safety, animal wel- 
fare, and worker safety. 

Could you take a moment to share your views about USDA’S 
Hazard Analysis and Critical Control Point, HACCP, based inspec- 
tion models concerning pork production? 

Secretary ViLSACK. The initial evaluation of the HACCP Inspec- 
tion Models Project (HIMP) the plan for pork suggested that there 
was no significant variation in food safety relative to other facilities 
using a different inspection system. We are doing a more in-depth 
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evaluation and analysis so that we can respond to questions and 
concerns. 

As you know, that process has been implemented and is being 
implemented in poultry facilities. I think there are 52 facilities 
today that are now using it. We are going to continue that evalua- 
tion, and assuming that there is not an indication of significant 
problems, then it will be something that we will obviously work on 
and provide because we think the preliminary information would 
suggest it is not going to increase risk. 

Mr. Young of Iowa. So that is somewhat encouraging at this 
point. OK. Thank you for being here. 

Secretary ViLSACK. Thank you. 

RENTAL ASSISTANCE 

Mr. Aderholt. OK. I understand you have to be out of here by 
1:00. So what I thought we would do is — I have got one more ques- 
tion, and maybe Mr. Farr has one question, and then we will wrap 
up and we will call it a day from the hearing standpoint. 

I wanted to ask you about Rental Assistance. It is a troubling 
topic last year, when there was large-scale premature exhaustion 
of Rental Assistance funds. Congress fully funded the Department’s 
fiscal year 2015 budget request and provided certain authorities 
the President’s budget requested for a Rental Assistance program. 

These should have provided the Department the mechanisms 
needed to effectively manage and operate the programs to provide 
assistance to those who were eligible and that were in need of it 
most, but that happened to not be the case. Rental Assistance 
funds were quickly exhausted, and they requested policies, and 
when implemented, proved short-sighted as to the real impact to 
property owners and tenants. 

The Department should have been aware of the forthcoming 
shortfall well in advance. However, the Department failed to com- 
municate this issue with Congress or the property owners until the 
last possible day, and it caused a lot of uncertainty, confusion, and 
frustration among all those that were associated with it. 

As you’re aware, the fiscal year 2016 Omnibus provided full 
funding for the Rental Assistance Program, including shortfalls for 
fiscal year 2015. How is the Department monitoring expenses and 
projected expenses for the Rental Assistance Program to ensure 
that there will not be a shortfall in fiscal year 2016 so that Con- 
gress does not have to step in again at the last moment to try to 
save the program? 

Secretary ViLSACK. Well, Mr. Chairman, I am remiss in not ac- 
knowledging and thanking you and the committee for, in the Omni- 
bus, adequately funding the Rental Assistance accounts. We are 
confident that that is not going to create the problems that we have 
experienced the last couple of years. 

We did point out and will continue to point out the concerns that 
we have expressed to you, which is that, over time, a lot of these 
units are going to basically have their mortgages satisfied. They 
are going to ultimately get out of the program, perhaps as many 
as 75 percent of them in the next decade or so. That is going to 
create a significant set of issues relative to the availability of rental 
and affordable housing in rural areas. 
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We are in the process now of trying to deal with this in terms 
of extending mortgages, basically refinancing these loans, extend- 
ing them, in an effort to try to reduce the challenge that that is 
going to create. But it is an issue that is coming down the pike and 
needs to be addressed in some way. 

Mr. Aderholt. How are you preparing for the significant num- 
ber of properties that have mortgages that are going to be matur- 
ing in the coming years? 

Secretary ViLSACK. We are basically trying to — number one, edu- 
cating people about the program and what is going to occur; num- 
ber two, looking at ways in which we could potentially restructure 
that debt, reduce payments, take the reduced payments and put 
them into rehabbing and improving the properties, and then there- 
by extending the length of the mortgage, which would obviously 
keep it in the program. 

We are proposing and suggesting that one way of dealing with 
this would be to create some voucher protection for those folks who 
do lose an affordable unit because the mortgage is paid off and the 
folks decide to raise rents. That is in the budget proposal. So that 
is something you could consider, extending the voucher program 
that you currently have. 

Mr. Aderholt. Well, thanks for your concern on that because 
that certainly is something that I know has been a problem in the 
past. And we certainly want to make sure that we avoid it in the 
Future. 

So with that, let me conclude with Mr. Farr. 

LESSONS LEARNED 

Mr. Farr. Thank you very much, Mr. Chairman. 

Well, Mr. Secretary, 8 years. Eight years ago you were a can- 
didate for President of the United States, and although you were 
unsuccessful at being nominated and elected, you have been incred- 
ibly successful at being head of one of the most important and ex- 
pansive programs in America, U.S. Department of Agriculture, 
with all your overseas operations, all your research, all your rural 
economic development, all your poverty programs, commodity pro- 
grams — I mean, the list goes on and on and on. And what an in- 
credible agency to be head of 

So it is the last day of you being in front of this Committee like 
this, and I would like to just — what are your lessons learned? It 
does not have to be restricted just to being Secretary of Agri- 
culture, but you have been in government a long time in your ca- 
reer life, and I am leaving with you. And so I would just like to 
know — I am always trying to reflect on looking back, and what did 
I learn, and what can I pass on to the next generation. Have you 
got any words of wisdom? 

Secretary ViLSACK. Well, let me return the compliment. Rep- 
resentative. I have an extraordinary amount of appreciation and 
respect for every Member of this Committee. But I have had a 
chance to work with you personally, and I know how deeply com- 
mitted you are to people, particularly those who are struggling. 

And you have had an impact on me, and you have had an impact 
on the Department through your advocacy and your passion. And 
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I will tell that regardless of who takes your spot in Congress, this 
body will miss you and miss your voice. 

Many lessons, starting with what an incredible Department it is. 
It is an under-appreciated Department, not in this Committee but 
in this town. If I had a dollar for every time someone said to me 
in this town, “I did not know USDA did that,” I would be able to 
retire and not have to look for work after this job. 

When the issue was raised about mental health and HHS was 
going to do some mental health funding, I raised my hand at a 
meeting and said, well, gee, our community facility program could 
potentially be helpful there. And it turns out that we actually did 
quite a few mental health clinics in rural areas. Nobody knew we 
did that. A lot of people do not know the housing programs. A lot 
of people do not know that we are involved in business develop- 
ment. So that is number one. 

And then I think, in order for this Department to be adequately 
funded, in the big scheme of things when you are going up against 
the Defense Department and some of the other large departments, 
it is going to be incumbent on all of us to continue to message the 
importance of this particular Department and the work it does. 
And that means that we have to message the importance of rural 
America. 

And that is a message and that is a lesson that I have also 
learned over the course of 26 years of public service. It is an incred- 
ible place, and it does not get the credit it deserves. It is the place 
where most of our food comes from. It is the place where a lot of 
the water that we drink is impacted. 

It is the place where every bit of energy feed stock comes from, 
whether it is coal or whether it is the solar panels or whether it 
is wind turbines; almost all of them are located in rural areas. It 
is the place where a disproportionate number of folks who serve in 
the military come from, and people always say, when I make that 
statistic, they say, well, people are looking for a way out. I say, no, 
no, no. That is not the issue. 

What this says is about the value system of rural America, the 
fact that people who are raised on farms and ranches understand 
that the land gives to us, and we are required to give something 
back to it. And that value system of giving back to something that 
is valuable is just in the bones of the people who are raised in rural 
areas. 

And so when they look at this country and this country gives 
them extraordinary opportunities, they say, hey, I got a responsi- 
bility to give something back. So it is important, these programs 
that we are talking about, whether it is Rental Assistance or busi- 
ness development or whatever it is — it is important for rural Amer- 
ica to get the respect it deserves. 

And that has been a frustration of mine in terms of this job, is 
that it is really, really hard to crack the media of today, which is 
all about glitz and glitter. And this place, rural America, it is about 
the heart and soul of this country. And it does not get the credit 
it deserves. 

And these hearings ^ve me and you and us the opportunity to 
focus the attention for just a brief moment. And I just respect any- 
body who is on this committee because you understand this. 
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And then the last thing I would say — I mean, there are lots of 
things I have learned — is that it breaks my heart that we have this 
conflict within agriculture, that there are various ways of growing 
things and raising things, and that for whatever reason, we do not 
speak with a single voice about the greatness of American agri- 
culture. People say, well, do you favor organic? Do you favor 
GMOs? Do you favor this? And I say, look. That is like asking me 
which of my two sons I love the most. I love them both. 

Here is what agriculture does, and I will finish with this. Every 
one of us that is not a farmer is not a farmer because we have 
farmers. We delegate the responsibility of feeding our families to 
a relatively small percentage of this country. If you look at 85 per- 
cent of what is grown in this country, it is raised by 2- to 300,000 
people. That is less than one-tenth of 1 percent of America. 

But the other 99 percent of us can be lawyers and doctors and 
Peace Corps volunteers and economists and people that work for 
government and all of the other occupations because we never 
think about, well, gee, do I have to actually grow the food for my 
family? No. I go to the grocery store and get it. 

So I am free to do whatever I want to do with my life. That is 
an incredible freedom that we take for granted in this country. It 
is not true in most of the countries in this world. And then when 
we go to the grocery store, we walk out of it with more money in 
our pocket as a percentage of our paychecks than anybody else in 
the world. So we have this incredible economy that is consumer-ori- 
ented that allows us to buy stuff. 

It is unbelievable. And rather than being criticized and — well, 
criticized and demonized at times, we ought to be celebrating these 
people, in my view. And we do not do enough of it. 

So thanks for the question. 

[Applause] 

Mr. Aderholt. Well, thank you. Thank you for your comments, 
especially your comments about rural America. And as someone 
who represents a part of rural America out there, I totally under- 
stand what you are saying and agree. And thank you for your com- 
ments about rural America in general. 

Everybody said this is about your last time in here. Maybe we 
will just have you back just to get to come back and have you to 
come back and address the committee. 

So anyway, thank you again for your service. We look forward to 
working with you as we continue on working through this process 
for the fiscal year. 

Secretary ViLSACK. Thank you, Mr. Chairman. 

Mr. Aderholt. We are adjourned. 
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UNITED STATES DEPARTMENT OF AGRICULTURE 
OFFICE OF THE SECRETARY 
QUESTIONS FOR THE RECORD 

HOUSE AGRICULTURE APPROPRIATIONS SUBCOMMITTEE HEARING 
FEBRUARY 11, 2016 


QUESTIONS SUBMITTED BY CHAIRMTU^ ROBERT B. ADERHOLT 
GMO Labeling 

Mr. Aderholt: Throughout the GMO labeling debate, we have heard all 
sorts of claims by both sides and many consumers seem confused. Does the 
U.S. government consider GMO products to be safe for consumers and the 
environment? Please explain. 

Response: Before commercialization, GMO products undergo review by 

USDA, the Food and Drug Administration (FDA) , and the Environmental 
Protection Agency (EPA), as applicable. GMO products that complete this 
rigorous review are considered safe for consumers and the environment. 

Mr. Aderholt: What will be the ramifications if the upcoming July 
implementation of the Vermont mandatory GMO labeling law is not addressed? 
What are the implications for consumers, farmers, and food manufacturers? 

Response: Establishing labeling systems that are applicable within 

state borders will create chaotic circumstances where individual states 
and/or individual companies will be making their own decisions about what 
they are going to put on the package. It is going to create confusion. It 
may limit access to food. It is going to create additional expense and/or 
increase the cost of food. 

Mr. Aderholt: How can USDA do more to educate consumers and ensure 
them that these products are perfectly safe? 

Response: During my time as Secretary, I have taken every possible 

opportunity to promote the safety of GMO products. There'’ s no sound science 
research that would warrant the mandatory labeling of GMOs. We will continue 
to advocate the safety of these products, but it cannot be done by government 
alone. Industry needs to be more forthcoming and I think many in industry 
now recognize that need. I think there will be a strong effort going forward 
to educate people so they can make informed decisions. 

Highly Pathogenic Avian Influenza 

The Department has provided some indemnity payments for those affected by 
highly pathogenic avian influenza, and APHIS released an interim rule on how 
indemnification will be handled going forward. 

Mr. Aderholt: Describe the modifications for indemnity payments 
outlined in the interim rule and how the requested increases in the budget 
fit into the Department's plans moving forward to combat this disease? 

Response: The interim rule provides a split payment option between 

owners of the poultry and their contracted growers, enabling contractors to 
get direct payment from the government for services rendered, which in some 
cases would assure a more equitable allocation of payments between owners and 
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producers. The requested increases will support APHIS prevention efforts by- 
providing the field force needed to better address disease outbreaks. This 
increased hiring of veterinarians and animal health technicians would not 
only minimize the entry of a potential outbreak, but also strengthen the 
Agency' s ability to respond quickly. 


Crop Insurance 

I am very concerned about the cuts to crop insurance proposed in the FY 2017 
budget . 


Mr. Aderholt: How does the Department justify proposing more cuts to 
crop insurance when net farm income will drop for the third year in a row and 
producers clearly need the strongest safety net possible? 

Response: It's important to remember that crop insurance is a 

partnership - between taxpayers, farmers, and insurance companies. Our 
proposal to reduce the premium subsidy on revenue coverage that provides 
protection for upward price movements at harvest time would provide a savings 
to the taxpayer, yet still provide a healthy subsidy for the producer, all 
while providing a more equitable partnership between taxpayer, producer, and 
company. Even after the reduction, the Government would pay a subsidy of 
more than 50 percent on these policies - and significantly reduce out-of- 
pocket expenses for producers purchasing these policies. Our proposal to 
reform prevented planting coverage would address Office of Inspector General 
and the Government Accountability Office findings and would help to improve 
program integrity in the prevented planting program. The proposal represents 
a pro-active response to oversight concerns and further facilitates an 
equitable partnership. Even in light of falling farm incomes, we believe the 
Federal crop insurance program will continue to provide a strong safety net 
for American farmers after these savings are achieved. 


Supplemental Nutrition Assistance Program (SNAP) 

Some states have expressed interest in implementing a drug testing policy for 
SNAP, but USDA has not allowed states to implement such a policy. Please, 
explain the rationale for denying states the option of implementing a drug 
testing policy. 

Mr. Aderholt: Some states have expressed interest in implementing a 

drug testing policy for SNAP, but USDA has not allowed states to implement 
such a policy. Please explain the rationale for denying states the option of 
implementing a drug testing policy. 

Response: Given litigation, I am not able to respond to the question. 

Mr. Aderholt: Does the term "welfare" apply to SNAP? 

Response: Given litigation, I am not able to respond to the question. 

Mr. Aderholt: Has the Department looked at the TANF program to see if 
there is something that might also be beneficial within the SNAP program 
since there is some interaction between the two programs? 
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Response: The Department recognizes that States have the option to 
require drug tests for recipients of Temporary Assistance to Needy Families 
(TANF). Studies of drug testing in TANF have indicated that while a low 
number of individuals test positive for illegal substances, states can face 
high administrative costs when implementing such policies; related expenses 
include the costs of the actual tests (between $25 and $100 per test), 
laboratory fees, and staff time needed to administer the tests and address 
increased administrative hearings. This suggests that broad-based testing of 
SNAP recipients may not be an efficient use of resources. 

Mr. Aderholt: Specifically, is there a model that can help those found 
to have a drug abuse problem get the help they need which will be better for 
their families and society? 

Response: Since drug treatment is not within the scope of USDA' s 
mission, the Department is not aware of the effectiveness of specific 
treatment models. Recent changes in SNAP at the State level to move from a 
lifetime ban for those convicted of a drug related felony to a modified ban 
that focuses on treatment are supportive of an approach that provides 
meaningful services to those with substance abuse issues. For example, a 
State may require successful completion of a drug treatment program in 
addition to or in lieu of submitting to drug testing before being certified 
for benefits . 


Rental Assistance 

Mr. Aderholt: How is the Department preparing for the significant 
number of properties that will have mortgages mature in the coming years and 
the prospect of property owners walking away from program? 

Response: The Department is working to address the challenges that 

maturing MFH property mortgages present to the Federal Government's important 
and invaluable investment in affordable rental housing for low- and moderate- 
income families. Rural Development (RD) is using existing tools to retain 
maturing properties through: 

• Re-amortizing loans and extending their maturity date; 

• Deferring payment on loans for up to 20 years to prevent loan payoff; 

• Prioritizing rehabilitation of maturing mortgage properties in the 
Multi-Family Preservation and Revitalization program; and 

• Providing Section 515 loans to nonprofits to finance the acquisition of 
existing Section 515 properties. 

The FY 2017 Budget also includes language to provide voucher protection for 
those tenants in properties whose section 515 mortgages are maturing. 


Mr. Aderholt: What can be done to contain contract costs? 

Response; The most significant cost determinant in renewing rental 
assistance (RA) agreements is the properties' operating expenses. These 
costs are increasing as older properties become increasingly more expensive 
to maintain and are less efficient users of energy and water which are two of 
the largest line items in a properties' budget. 
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RD is working to provide funding for renovations to reduce these operating 
expenses and make them more energy efficient through our Multi-Family 
Preservation and Revitalization (MPR) demonstration program. One of RD' s 
priorities in the MPR program is to encourage energy saving retrofits to 
reduce utility costs, and thus the RA needed to help the properties pay those 
expenses . 

The FY 2017 Budget includes an increase for section 515 direct rural rental 
housing loans to support the revitalization of this affordable housing. This 
rental assistance will be provided to help support additional debt service 
resulting from MPR or other loans used to renovate housing. 

Mr. Aderholt: Average contract costs are forecast to grow 
approximateJ.y 10% from FY 2015 to FY 2017 after years of much smaller average 
increases. What is driving the cost increases in the Rental Assistance 
program? 

Response: The most significant cost determinant in renewing rental 

assistance (RA) agreements is the properties' operating expenses. These 
costs are increasing as older properties become increasingly more expensive 
to maintain and are less efficient users of energy and water which are two of 
the largest line items in a properties' budget. 

Summer EBT Proposal 

The FY17 budget proposes to expand and make permanent the Summer Electronic 
Benefits Transfer for Children, or Summer EBT, program. As of February 2016, 
the House and Senate authorizing committees are working on child nutrition 
reauthorization. 

Mr. Aderholt: Why did the Administration choose to release their own 
proposal rather than work with the House and Senate authorizers? 

Response: The President's FY 2017 Budget builds on the success of 
Summer EBT pilots, which have been operating since 2010 and have been shown 
to significantly reduced food insecurity - particularly very low food 
insecurity, among children during the summer. Given this evidence of 
effectiveness, the Budget proposes a permanent, nationwide expansion of the 
Summer EBT program, at a cost of $12 billion over 10 years. If enacted, the 
program would reach almost one million low-income children in summer 2017, 
increasing to nearly 20 m.illion children when all States begin offering the 
program by summer 2026. Nationwide expansion of Summer EBT would result in 
hundreds of thousands of children being spared from food insecurity over the 
next decade. 

The FY 2017 Budget Proposal builds on bipartisan efforts and USDA stands 
ready to work with Congress to authorize a permanent Summer EBT program as 
part of bipartisan legislation to reauthorize critical child nutrition 
programs. For example, the current Senate reauthorization bill, the Improving 
Child Nutrition Integrity and Access Act of 2016, recognizes the success of 
the Summer EBT pilots by authorizing an ongoing Summer EBT option that would 
serve up to 285,000 children by 2020 and beyond. 
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Sodium Studies 

Mr. Aderholt: Please provide a list of all of the scientific research 
and studies that are being reviewed to make the final sodium recommendations 
in the 2015 Dietary Guidelines. 

Response: The scientific consensus from expert bodies, such as the Institute 
of Medicine (lOM), the American Heart Association, and Dietary Guidelines 
Advisory Committees, is that average sodium intake - currently 3,440 mg per 
day (see Chapter 2 of the 2015-2020 Dietary Guidelines for Americans) - is 
too high and should be reduced. As shown below, the review of evidence for 
the 2015-2020 Dietary Guidelines included literature up through 2014 such as 
the 2013 lOM report. Sodium Intake in Populations, and the Prospective Urban 
Rural Epidemiology (PURE) study published in the New England Journal of 
Medicine in 2014. 

The preponderance of evidence shows that healthy eating patterns limit sodium 
to less than 2,300 mg per day for adults and children ages 14 years and older 
and to the age- and sex-appropriate Tolerable Upper Intake Levels (UL) of 
sodium for children younger than 14 years, set by the lOM (see Appendix 7 of 
the 2015-2020 Dietary Guidelines) . The UL is the highest daily nutrient 
intake level that is likely to pose no risk of adverse health effects to 
almost all individuals in the general population. 

The recommendation for adults and children ages 14 years and older to limit 
sodium intake to less than 2,300 mg per day is based on evidence showing a 
linear dose-response relationship between increased sodium intake and 
increased blood pressure, with high blood pressure being a key indicator of 
cardiovascular disease risk. Similarly, evidence also indicates that the 
linear dose-response relationship between sodium intake and blood pressure is 
found in children as well. Because children have lower calorie needs than 
adults, the lOM established lower ULs for children younger than 14 years of 
age based on median intake of calories. Calorie intake is highly associated 
with sodium intake (i.e., the more foods and beverages people consume, the 
more sodium they tend to consume) . 

The body of research that helped inform sodium recommendations in the 2015- 
2020 Dietary Guidelines is below: 

[The information follows:] 

Sodium intake and blood pressure in adults - Examined by the 2015 Dietary 
Guidelines Advisory Committee (Committee) using the following existing 
reports : 

National Heart, Lung, and Blood Institute. Lifestyle Interventions to Reduce 
Cardiovascular Risk: Systematic Evidence Review from the Lifestyle Work 
Group, 2013. Bethesda, MD: U.S. Department of Health and Human Services, 
National Institutes of Health, 2013. [Note: Fourteen articles were included 
in the sodium and blood pressure section; all from randomized controlled 
trials . ] 

1. Eckel RH, Jakicic JM, Ard JD, de Jesus JM, Houston Miller N, Hubbard VS, 
et al. 2013 AHA/ACC guideline on lifestyle management to reduce 
cardiovascular risk: a report of the American College of 

Cardiology/American Heart Association Task Force on Practice Guidelines. J 
Am Coll Cardiol. 2014;63(25 Pt B):2960-84. PMID: 24239922. 
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2. Institute of Medicine. Sodium intake in populations: Assessment of 
evidence. Washington, DC: The National Academies Press; 2013. [Note: Four 
randomized controlled trials and 35 observational (cohort or case-control) 
studies were included in the review.] 

3. Institute of Medicine. Dietary Reference Intakes for Water, Potassium,' 
Sodium, Chloride, and Sulfate. Washington, DC; The National Academies 
Press; 2005. [Note: Over 400 citations were used to inform the sodium 
re comm endat i ons .] 

Sodium and blood pressure in children - Examined by the Committee by updating 

a NEL systematic review conducted by the 2010 Dietary Guidelines Advisory 

Committee. The studies included in the original and updated NEL systematic 

review include the following: 

1. Cotter J, Cotter MJ, Oliveira P, Cunha P, Polonia J. Salt intake in 
children 10-12 years old and its modification by active working practices 
in a school garden. J Hypertens. 2013; 31 (10 ): 1966-7 1 . PMID ; 24 1077 30 . 

2. Shi L, Krupp D, Remer T. Salt, fruit and vegetable consumption and blood 
pressure development: a longitudinal investigation in healthy children. Br 
J Nutr. 2014;111(4) :662-71. PMID: 24326147 . 

3. Brion MJ, Ness AR, Davey Smith G, Emmett P, Rogers I, Whincup P, Lawlor 
DA. et al. Sodium intake in infancy and blood pressure at 7 years: 

Findings from the Avon Longitudinal Study of Parents and Children. Eur J 
Clin Nutr. 2008, 

4. Calabrese EJ, Tuthill RW. The Massachusetts Blood Pressure Study, Part 3. 
Experimental reduction of sodium in drinking water: Effects on blood 
pressure. Toxicol Ind Health. 1985; 1: 19-34. PMID: 3842544. 

5. Cooper R, Van Horn L, Liu K, Trevisan M, Nanas S, Ueshima H, Larbi E, Yu 
C-S, Sempos C, LeGrady D, Stamler J. A randomized trial on the effect of 
decreased dietary sodium intake on blood pressure in adolescents. J 
Hypertens . 1984; 2; 361-366. PMID: 6530546. 

6. Geieijnse JM, Hofman A, Witteman JC, Hazebroek AA, Valkenburg HA, Grobbee 
DE. Long-term effects of neonatal sodium restriction on blood pressure. 
Hypertension. 1997; 29: 913-917. PMID: 9095076. 

7. Geieijnse JM, Grobbee DE, Hofman A. Sodium and potassium intake and blood 
pressure change in childhood. BMJ. 1990; 300; 899-902. 

8. Gillum RF, Elmer PJ, Prineas RJ. Changing sodium intake in children. The 
Minneapolis Children's Blood Pressure Study. Hypertension. 1981; 3: 698- 
703. PMID: 7298122. 

9. Hofman A, Hazebroek A, Valkenburg HA. A randomized trial of sodium intake 
and blood pressure in newborn infants. JAMA. 1983; 250: 370-373. PMID: 
6343656. 

10. Howe PRC, Cobiac L, Smith RM. Lack of effect of short-term changes in 
sodium intake on blood pressure in adolescent schoolchildren. J Hypertens. 
1991; 9: 191-186. 

11. Howe PRC, Jureidini KF, Smith RM. Sodium and blood pressure in children 
- a short-term dietary intervention study. Proc Nutr Soc Aust. 1985; 10; 

121-124. 

12. Lucas A, Morley R, Hudson GJ, Bamford MF, Boon A, Croivle P, Dossetor 
JF, Pearse R. Early sodium intake and later blood pressure in preterm 
infants. Arch Dis Child. 1988 Jun; 63{6); 656-657. PMID: 3389898; PMCID: 
PMC1778882. 

13. Myers JB . Reduced sodium chloride intake normalises blood pressure 
distribution. J Hum Hypertens. 1989; 3: 97-104. PMTD: 2760911. 

14. Palacios C, Wigertz K, Martin BR, Jackman L, Pratt JH, Peacock M, 

McCabe G, Weaver CM. Sodium retention in black and white female 
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adolescents in response to salt intake. J Clin Endocrinol Metab. 2004; 

89: 1, 858-1, 863. 

15. Porn.eranz A, Dolfin T, Korzets Z, Eliakim A, Wolach B. Increased sodium 
concentrations in drinking water increase blood pressure in neonates . J 
Hypertens. 2002; 20: 203-207. PMID: 11821704. Infants (Hand Search 

04/07/09) 

16. Sinaiko AR, Gomez-Marin 0, Prineas RJ. Effect of low sodium diet or 
potassium supplementation on adolescent blood pressure. Hypertension. 

1993; 21: 989-994. 

17. Smith RE, Kok A, Rothberg AD, Groeneveld HT. Determinants of blood 
pressure in Sowetan infants. S Afr Med J. 1995 Dec; 85(12 Pt 2) : 1, 339-1, 
342. PMID: 8600606. 

18. Trevisan M, Cooper R, Ostrow D, Miller W, Sparks S, Leonas Y, Allen A, 
Steinhauer M, Stamler J. Dietary sodium, erythrocyte sodium concentration, 
sodium-stimulated lithium efflux and blood pressure. Clin Sci (Colch) . 
1981; 61: 29S-32S. PMID: 7318331, 

19. Tuthill RW, Calabrese EJ. The Massachusetts Blood Pressure Study, Part 
2. Modestly elevated levels of sodium in drinking water and blood pressure 
levels in high school students. Toxicol Ind Health. 1985 Sep; 1(1): 11-17. 
PMID: 3842543. 

20. Whitten CF, Stewart RA The effect of dietary sodium in infancy on blood 
pressure and related factors. Studies of infants fed salted and unsalted 
diets for five months at eight months and eight years of age. Acta 
Paediatr Scand. 1980; 279 (suppl) : 1-17. PMID; 7001854. 

Sodium intake and cardiovascular disease outcomes - Examined by the Committee 
using existing reports that the Committee updated with recent publications. 
The existing reports and articles identified to update these reports include 
the following; 

Institute of Medicine. Sodium intake in populations; Assessment of evidence. 
Washington, DC: The National Academies Press; 2013. [Note; Four randomized 
controlled trials and 35 observational (cohort or case-control) studies were 
included in the review.] 

1. National Heart, Lung, and Blood Institute. Lifestyle Interventions to 
Reduce Cardiovascular Risk: Systematic Evidence Review from the Lifestyle 
Work Group, 2013. Bethesda, MD: U.S. Department of Health and Human 
Services, National Institutes of Health, 2013. [Note: Fourteen citations 
(including one meta -analysis with 13 additional citations) were included 
in the sodium and cardiovascular disease section from randomized 
controlled trials and observational studies.] 

2. Eckel RH, Jakicic JM, Ard JD, de Jesus JM, Houston Miller N, Hubbard VS, 
et al. 2013 AHA/ACC guideline on lifestyle management to reduce 
cardiovascular risk: a report of the American College of 

Cardiology/American Heart Association Task Force on Practice Guidelines. J 
Am Coll Cardiol. 2014;63(25 Pt B):2960-84. PMID: 24239922. 

3. Cook NR, Appel LJ, Whelton PK. Lower levels of sodium intake and reduced 
cardiovascular risk. Circulation. 2014; 12 9(9) :981-9. PMID: 24415713. 

4. Joosten MM, Gansevoort RT, Mukamal KJ, Lambers Heerspink HJ, Geleijnse JM, 
Feskens EJ, Navis G, Bakker SJ. Sodium excretion and risk of developing 
coronary heart disease. Circulation. 2014 ; 129 ( 10 ): 1121-8 . PMID: 24425751 . 

5. O'Donnell M, Mente A, Rangarajan S, McQueen MJ, Wang X, Liu L, Yan H, Lee 
SF, Mony P, Devanath A, Rosengren A, Lopez- Jaramillo P, Diaz R, Avezum A, 
Lanas F, Yusoff K, Iqbal R, Ilow R, Mohammadifard N, Gulec S, Yusufali AH, 
Kruger L, Yusuf R, Chifamba J, Kabali C, Dagenais G, Lear SA, Teo K, Yusuf 
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S. Urinary sodium and potassium excretion, mortality, and cardiovascular 
events. N Engl J Med. 2014; 371 (7) : 612-23, PMID: 25119607 . 

6. Pfister R, Michels G, Sharp SJ, Luben R, Warehara NJ, Khaw KT. Estimated 
urinary sodium excretion and risk of heart failure in men and women in the 
EPIC-Norfolk study. Eur J Heart Fail. 2014. PMID: 24464931. 

Sodium and potassium interrelationship and blood pressure and cardiovascular 
disease outcomes - Examined by the Committee using the following existing 
report : 

National Heart, Lung, and Blood Institute. Lifestyle Interventions to Reduce 
Cardiovascular Risk: Systematic Evidence Review from the Lifestyle Work 
Group, 2013. Bethesda, MD: U.S. Department of Health and Human Services, 
National Institutes of Health, 2013. [Note: Ten citations included in the 
potassium section] 

Agriculture and Food Research Initiative Request 

Mr. Aderholt: If the demand for AFRI funds is so great that USDA is 
only able to fund 1 in 10 projects, why would the proposed new discretionary 
funding not be available to all 6 Challenge Areas? 

Response: Distributing a $25-million increase across all program area 

priorities within the five AFRI Challenge Areas (formerly six Challenge 
Areas, but now five with consolidation of the Water for Agriculture and Food 
Security Challenge Areas into the new Water for Food Production Systems 
Challenge Area) , and the AFRI Foundational Program, and the AFRI Education 
and Literacy Initiative would have a negligible impact on improving funding 
rates and addressing programmatic needs. The additional $25 million has been 
targeted for clean energy research though the Bioenergy Challenge Area and 
Foundational Program. This will allow for the scale of projects needed to 
have substantial impact in advancing science and adequately addressing a 
national challenge . 

Mr. Aderholt: Is the funding need equal for all 6 AFRI Challenge 

Response: USDA has identified that the greatest need in AFRI is to 

address clean energy in the Bioenergy Challenge Area to support the 
President's Clean Energy Initiative. Focusing the discretionary increase for 
AFRI in the Bioenergy Challenge Area and Foundational Program would allow for 
the scale of projects needed to have an impact. 

Mr. Aderholt: What is the rationale for proposing this increase as 
mandatory funding rather than discretionary? 

Response: We propose this as mandatory funding reflecting the 
importance of research. We trust that Congress will pass legislation to 
ensure the certainty of this funding. 


Mr. Aderholt: Where is the offset for such a large increase? 

Response: The Budget recognizes the need to increase research funding 
to meet critical issues facing agriculture and the Nation, including ensuring 
an adequate supply of clean water, enhancing food safety and supporting food 
production in the face of drought and other challenges. Overall, the Budget 
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includes spending and revenue reforms that would offset proposed new 
investments . 


Administrative Transformation 

The Natural Resources Conservation Service has undertaken a major effort to 
restructure its business functions. In part, this was to address 
deficiencies identified in its financial audits. It also was to ensure NRCS 
was efficiently and effectively "helping people help the land" as its motto 
states. I am encouraged by the agency's work. 

Mr. Aderholt. Has NRCS implemented these changes? 

Response: NRCS implemented Administrative Transformation on October 

18 , 2015 . 

Mr. Aderholt. How will the administrative reorganization help reduce 
NRCS' improper payment rate? 

Response: Administrative Transformation centralized NRCS' administrative 

functions, including human resources, property and procurement, and financial 
management, ensuring the agency performs these functions in a uniform and 
consistent method within all applicable laws and regulations. In addition, 
NRCS has instituted automated checks for compliance with the requirement that 
a producer be registered in SAM.gov prior to a payment being made. NRCS has 
already realized a decrease in its improper payment rate, and anticipates 
continued improvements as processes continue to be refined. 

Administrative Transformation 

The Natural Resources Conservation Service has undertaken a major effort to 
restructure its business functions. In part, this was to address deficiencies 
identified in its financial audits. It also was to ensure NRCS was efficiently 
and effectively "helping people help the land" as its motto states. I am 
encouraged by the agency's work. 

Mr. Aderholt: What other agencies are undergoing similar changes? 

Response: At USDA we are proud of the work that NRCS has done to more 
effectively align information technology with the needs of their customers. In 
2015, FSA also made significant progress in IT modernization by moving the 
final business procsvss reliant on the obsolete AS400/S36 computer system to a 
web-based system. Moreover, the FY 2017 Budget includes $10 million for 
Direct Certification grants to States for technology and system improvements 
to improve the rates of children being directly certified for free meals. The 
budget also included a proposal related to interactive tools to help Americans 
implement the Dietary Guidelines for Americans. Funding for this proposal 
will allow FNS to enhance CNPP's interactive tools on an ongoing basis. The 
Budget also includes an increase of $5.9 million for system maintenance 
related to RD's Comprehensive Loan Program and to upgrade Salesforce licenses 
which will allow RD to utilize the cloud based platform to automate various 
administrative business functions. 

Mr. Aderholt. What other agencies should use NRCS as a model? 

Response: Each USDA agency has an existing organizational structure 

and authorities under which it operates. Therefore, the experience of NRCS 



281 


may not directly translate to other USDA agencies. Where practicable, 
agencies, including NRCS, have been sharing best practices and lessons 
learned from their own streamlining activities to assist each other to 
Improve operations and enhance service delivery as part of the Blueprint for 
Stronger Service. 

Mr. Aderholt: Has USDA worked with other agencies to explore similar 
arrangements to increase efficiency and save taxpayer dollars? 

Response: As part of the Blueprint for Stronger Service, all agencies 

and offices of the Department have been tasked with identifying more efficient 
means for providing administrative functions. Specific initiatives as part of 
the Blueprint have included increased strategic sourcing, reducing the 
footprint of USDA owned and leased real property, and proactively managing the 
workers compensation claims for injured employees. In addition to internal 
actions, the Department is also engaged with other Departments to find 
efficiencies for the benefit of taxpayers. One example of such partnerships 
is the Federal-wide focus on increasing shared services under the President's 
Management Agenda. The Department is co-leading this initiative to identify 
areas where one Department can provide services for the benefit of other 
Departments. For example, USDA, through the National Finance Center (NFC) in 
New Orleans, has expanded its service of financial and payroll processing 
services to other Federal entities, including the General Services 
Administration. By expanding these services and enlarging its customer base, 
NFC has been able to provide a more efficient and effective service on behalf 
of multiple Departments, including USDA. 

Rural Child Poverty Pilot Program 

Mr. Aderholt: Rural Development's budget request seeks $25 million in 
new funding "to support innovative strategies to combat rural child poverty". 
What statutory authority does USDA rely on? 

Response: The mission of Rural Development is to increase economic 

opportunities and improve the quality of life for all rural Americans. 

The Consolidated Farm and Rural Development Act, the Rural Electrification 
Act and the Rural Housing Act of 1949, am.ong other statutes, authorize and 
direct Rural Development to carry out programs that can support rural 
economic development; and many of these programs statutorily focus resources 
to remote, rural, and high need places. 

Under section 7 USC 2240b Congress also directed the Secretary of Agriculture 
to provide leadership within the executive branch to ensure coordination and 
delivery of services to rural people and places. The child poverty pilot 
aligns with these authorities and responsibilities to look out for rural 
intere-sts . 

Mr. Aderholt: This proposal seems duplicative of similar programs 
offered by the Departments of Health and Human Service and Education and 
individual programs administered by States. 

Response: USDA' s focus, unlike that of other Federal Agencies, will be 
targeted to rural areas as part of this rural youth poverty pilot project. 
With state and local offices near the target areas, Rural Development has a 
unique advantage in delivering the programs to the needy, underserved and 
tribal areas. The grants will support capacity building in high-need rural 
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areas (which often lack nonprofits and other institutional support), as well 
as greater alignment of existing programs, which are often geographically 
dispersed and uncoordinated. 

Mr. Aderhoit: How do you justify $25 million in new funding when 
similar programs exist? 

Response: Rural Development's effort to mitigate child poverty is in 

conjunction with other Federal agency resources targeted at reducing child 
poverty through the coordination of the White House Rural Council. 

Currently, 85 percent of our country's persistent poverty counties are in 
rural America. These counties are defined as places where over 20 percent of 
the population has been living at or below the poverty line for 30 years or 
more. The fact that a person's zip code is such a strong determinant of their 
life opportunities, can only be understood by considering place in a broader 
framework in which race, class, education, and other forces are important 
factors. Over 25 percent of all children in rural areas live in poverty; 
this pilot recognizes growing evidence in support of two-generation 
strategies and seeks to better align and coordinate program's across agencies. 

Mr. Aderhoit: How would this proposal be unique from current programs? 

Response: With its state and local offices near the target areas, 

Rural Development has a unique advantage in delivering programs to the needy, 
underserved and tribal areas. The funding will support community-driven 
strategies that align high-quality adult-focused services with high-quality 
child-focused programs in rural areas. As such, the rural youth poverty 
pilot project will enable targeted support to rural areas most in need. The 
effort is unique in that it leverages OSDA's assets and presence in working 
in rural areas while focusing on coordination across federal programs and 
community capacity-building. 

Mr. Aderhoit: Can't USDA do this work with current authorities and 
funding? 

Response: The depth of the problem of rural child poverty and the growing 

evidence that we can improve life outcomes for kids and families by better 
aligning disparate federal programs and resources are the rationale for 
requesting additional resources and flexibility. 

Under Secretary for Trade and Foreign Agricultural Affairs 

The Secretary mentioned the importance of U.S. exports to the agricultural 
sector in his prepared testimony before the Subcommittee. In fact, this is 
one of the few sectors in our economy that has had a consistent trade 
surplus. In order to keep this momentum and continue to focus on record 
levels of U.S. exports, the 2014 Farm Bill mandated the creation of an Under 
Secretary for Trade and Foreign Agricultural Affairs at USDA. This would 
involve a reorganization of certain existing functions at the Department. 

This newly created position and its supporting infrastructure have the 
potential to assist in resolving trade related matters that need not rise to 
the level of the U.S Trade Representatives. In the FY 2015 Agricultural 
Appropriations bill. Congress appropriated funds to assist with an 
independent study of this new position and how a potential reorganization 
would occur. This independent study was not intended to replace the one the 
Secretary was mandated to complete. It was meant to be complementary. 
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USDA was required to complete the initial study of this reorganization within 
180 days of enactment of the Farm Bill. The study should have been completed 
by August 2014. It is almost a year and a half later, and USDA still has not 
completed the study mandated by law. 

The FY 2016 Agriculture Appropriations law, in the Office of the Secretary 
Account, reaffirmed that USDA complete the 2014 Farm Bill study within 
another 180 days of enactment, or June of 2016. This is the second law to 
require completion of this study. In addition, the bill provides 
$1,000,000 to assist in the implementation of this reorganization, once the 
study is completed. The Farm Bill required USDA to have this new Under 
Secretary for Trade and Foreign Agricultural Affairs established by February 
of last year. Step one of this process still is not complete. 

Please explain why USDA has not followed the law and why the Department has 
not submitted the Report to Congress for review. 

Mr. Aderholt: What obstacles are preventing USDA from completing this 

study? 


Response: The Department has been reviewing the report completed by 

the National Academy of Public Administration (NAPA) in 2015 that identified 
a number of options for the potential creation of an Under Secretary for 
Trade in USDA. As these options vary considerably in scope and 
implementation complexity, the Department is trying to understand the 
potential costs and benefits for each option to support an informed decision 
as to whether and how best to proceed with any reorganization. As such, the 
Department is in the process of developing a report that will analyze various 
proposals. We expect the report to be completed by the end of the year. 

Mr. Aderholt: The upcoming Presidential transition is an opportune 
time to complete the establishment of this position and complete the 2014 
Farm Bill mandated reorganization. 

Response: The Department's report will analyze he various 

reorganization proposals and is expected to be completed by the end of the 
year. The information contained in the report should assist in the 
consideration of the various options and the potential tradeoffs for the 
different proposals. 

Mr. Aderholt: Do you believe this position holds importance and would 
be beneficial to American agriculture? 

Response: Agricultural trade is an important aspect of modern American 
agriculture. The Department is reviewing various options for the 
establishment of an Under Secretary for Trade. In this review, which is 
expected to be completed by the end of the year, USDA will identify the 
tradeoffs for each option so that a comparison of options can be made. As 
part of this comparison, the Department will be better able to determine the 
benefits and costs for each option. 

Rural Development Programs 

Mr. Aderholt: Will you explain how the FY 2017 proposed cuts to the 
rural water and waste disposal program, - which still has a significant 
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backlog, and certain housing and business programs helps to build a 
foundation for future economic growth in rural America? 

Response: Historically, the water and waste disposal direct loans 

program has been under subscribed while the backlog is in the water and waste 
disposal grants program. As a result of a subsidy rate increase for the 
water and waste disposal direct loans program, the program level for the 
direct loans was reduced while maintaining the budget authority of the 
current year. Within a constrained budget environment, priorities were set 
to maintain the budget authority level for the program to allow for 
investments in other Rural Development programs. 

Mr. Aderholt: What is Secretary Vilsack's justification for these 
cuts, especially in light of his position as chair of the W’hite House Rural 
Council? 

Response: As part of the Department's budget, tough decisions were 

made to balance funding constraints with programmatic needs to achieve the 
objectives of the White House Rural Council. The FY 2017 Budget allocates 
limited resources across numerous priority areas and the result is that some 
programs were increased while other important activities were proposed for a 
decrease. 

Information Technology Security 

This Subcommittee takes very seriously USDA's long-standing problems with the 
security over its information technology systems and the personal, financial 
and secret data held by these IT systems. For more than 10 years and as 
recently as a few months ago, USDA's Inspector General has issued numerous 
reports critical of the security operations at the Office of the Chief 
Information Officer and the agencies. 

Mr. Aderholt: Is information technology security one of your 
Department's top priorities? Please tell us about USDA's efforts on this 
issue. What is being done and what is not being done? 

Response: IT security remains a top priority for the Department. 

USDA's Office of the Chief Information Officer (OCIO) coordinates with Agency 
CIOs and their program staff to ensure active exchange of program 
requirements and implementation challenges. In addition, the Department has 
been engaged throughout the Government-wide cyber sprint initiative and has 
partnered with the Department of Homeland Security to assess the 
vulnerability of critical USDA systems. The Department maintains an active 
threat intelligence component within the Agricultural Security Operations 
Center to monitor active/real time cyber security threats and communicate all 
this information directly to the USDA agencies. 

Together, these activities are helping to improve the cyber security posture 
of USDA. Significant progress has been made to address deficiencies 
identified by the Office of Inspector General through its Federal Information 
Security Management Act (FISMA) reviews, but further improvements are needed. 
Therefore, The FY 2017 Budget includes a requested increase to further 
enhance cyber security capabilities to improve monitoring of systems on the 
network . 

Mr. Aderholt: The Inspector General has called out several cases of 
inefficient management of IT resources in the past. What is USDA doing to 
ensure that appropriated resources are managed more efficiently? 
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Response: To improve the management of IT resources, the Department 

has enhanced its capital planning and investment review program. Through 
these enhancements, agency and staff office leadership is engaged in a 
regular reporting and review process that identifies potential delays or cost 
overrun concerns. This process is further bolstered with the involvement of 
senior leadership at the Department-level as part of the USDA E-Board. These 
enhancements have improved the line of sight into IT management which is 
helping to address deficiencies identified by the Office of the Chief 
Information Officer and the USDA OIG. 

Mr. Aderholt: Does USDA need additional legislative authority to 
address its IT security problems? Has USDA considered providing the Chief 
Information Officer with more authority or support to allow it to require 
agencies to implement critical IT security measures? 

Response: No, USDA does not need additional authority to ensure 

appropriate controls on USDA' s IT systems and IT development projects. 

Mr. Aderholt: When does USDA plan to submit the plan required plan for 
IT investments and delegation authority required in Public Law 113-325? 

Response: The Cybersecurity Priorities report directed under House 

Report 113-116 is within Departmental clearance. The Department expects to 
have the report completed by the summer. 

Agriculture Buildings and Facilities 

Mr, Aderholt: What is the status of the Department's report on 
Headquarters Modernization? 

Response: The report is in the final stages of Departmental review and 

is expected to be completed in Summer 2016. 

Modernize and Innovate the Delivery of Agricultural Systems (MIDAS) 

While the IG has noted progress towards improving security and reform within 
the IT infrastructure, the Modernize and Innovate the Delivery of 
Agricultural Systems (MIDAS) program that is used in Farm Service Agencies 
across the country continues to be a black eye. The project is two years 
overdue, there have been multiple reviews by the IG and the Government 
Accountability Office (GAO), and it is already $140 million over budget. To 
the best of the Subcommittee's knowledge, operations have ceased for further 
development. Only one of the 66 components is actually in use that was 
planned for operation. This has affected farmers and ranchers' ability to get 
their applications processed, and the taxpayer was let down in what they were 
originally promised. As a result, this Committee has included restrictions on 
expending funds to maintain the project and required stringent oversight, 
including a review by the GAO. 

Mr. Aderholt: The Inspector General has noted that the program is 
projected to have a total cost of $824 million by 2022. Is there any further 
development of MIDAS systems taking place or is this cost simply to irLaintain 
the existing system? Please provide the Committee with the latest plan to 
move forward on the project. 
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Response; MIDAS Business Partner functionality was implemented in FY 

2015 and established a sustainable platform supporting 11 million customer 
records along with 5 million farms with 8.1 million tracts and 38 million 
fields. MIDAS is now in sustainment with no major developments or upgrades 
planned. Ongoing minor incremental releases will provide enhancements to 
existing functionality. Any adjustments to the planned spending on the MIDAS 
investment will be detailed as part of the FY2016 Plan for Expenditure for 
FSA Farm Programs Delivery that will be delivered to the Committee later this 
summer. Additionally, FSA anticipates receiving the independent study from 
MITRE this summer. Upon receipt, FSA will assess their report, and determine 
how to best address and implement their recommendations, including impacts on 
MIDAS. 

Mr. Aderholt; The Appropriations bill this year requires the Chief 
Information Officer to submit a plan to reform IT acquisitions. Please 
provide an update on what is being done in this regard. What specific changes 
are being m>ade internally to better m.anage IT acquisitions? 

Response: The draft report to respond to the directive requirement in 

House Report 114-205 is in Departmental review. The Department anticipates 
that the report will be completed by the summer. 

To improve the management of IT acquisitions, the Department is using the 
Federal Information Technology Acquisition Reform Act (FITARA) framework to 
improve its processes. In response to FITAEIA, the Department has developed 
an action plan to reform IT acquisitions. 

The USDA plan, the USDA FITARA Common Baseline Plan, was submitted and 
approved by 0MB in November 2015, and can be found on USDA's website. As 
part of this plan, OCIO, OBPA, OPPM, OCFO and agency CIO^s are working 
together to implement requirements such as having each component brief the 
CIO on their spend plan, the CIO will approve all IT Contracts and 
Acquisition Strategies, and OCIO will participate in the component level IT 
Governance process. 

Moreover, OCIO is implementing Scorecards that review the component CIO 
performance in the area of Acquisition focused on IT Investment Health, AAR 
submissions, and Section 508 compliance. 

Mr. Aderholt: Does the Department have plans to spend any money on the 
Acreage and Crop Reporting Streamlining Initiative (ACRSI) using outsourced 
data or change the contractors that are currently being used? 

Response; The Department has been using a phased approach with the 
ACRSI project, where after each phase is completed, an assessment is made 
about what specific work to include in the next step. The current spring 

2016 effort is primarily focused on expanding the data sharing and cross- 
agency acreage reporting functionality to all states for the major insurable 
crops. As part of this effort, the project has been examining how precision 
agriculture and potentially third-party partners could submit acreage reports 
as well. There are several important elements such as establishing data 
standards and tolerances that the results of this work will inform. Until 
these assessments are complete, it is uncertain whether or to what degree 
further efforts will be supported. The two current contracts supporting the 
ACRSI program management and development efforts will be up for renewal in 
fiscal years 2016 and 2017. Follow-on efforts will use the standard federal 
acquisition process that may or may not result in a change of contractor. 
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Biotech Review in APHiS 

In FY 2013 , USDA announced process improvements to the biotech petition 
regulatory review program intended to significantly reduce the time for 
review and approval of new traits in seed products. Despite fiscal 
challenges, Congress recognized the importance of supporting APHIS and the 
corresponding potential for biotech crops by providing the Agency with a $5 
million increase in FY 2012 and has maintained those levels through FY 2016 . 
USDA has made few announcements on moving anything through the regulatory 
process or showing any concrete improvement in reducing timelines. 

Mr. Aderholt: What is the current backlog? 

Response: I am proud to report that we have made significant progress 

in improving the timeliness of our biotechnology decision-making process. 
Since the improved process was put in place, we have completed 34 petitions 
(which includes backlog petitions and petitions received after the improved 
process was implemented) and are on track to eliminate the one petition 
remaining in the backlog. The remaining petition requires consultation with 
the Fish and Wildlife Service and the completion of an environmental impact 
statement, so its review will take a little longer. 

Mr. Aderholt: What is the current average time frame for final 
decisions? 

Response: The target timeframes for reaching a determination is 
approximately 13 months to 15 months; the time is currently down to just over 
18 months, but prior to the change in process, it often took three or more 
years for a determination. If we look at FY 2016 alone, the average time 
frame is 14 months. 

Mr. Aderholt: Please provide a five year history of average review 

times . 


Response: The information for average review times, in months, for 
petitions submitted in the past five fiscal years is as follows: 


Fiscal Year 

FY 2011 

FY 2012 

FY 2013 

FY 2014 

FY 2015 

Number of 
petitions 
submitted 
and the 
average time 
to deregulate 

*7 

petitions 

deregulated 

in 

29 months 
1 

5 petitions 
deregulated 
in 

21 months 

4 petitions 
deregulated 
in 

23 months 

3 petitions 
deregulated 
in 

15 months 

*2 

petitions 

deregulated 

in 

7 months 


*As of February 11, 2016, there is one pending petition received in FY 2011, 
(that requires an EIS) and there are two pending petitions received in FY 
2015. The average review times for FY 2011 and FY 2015 may change once APHIS 
reaches a regulatory decision on these petitions. 
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Mr. Aderholt: What proportion of the total review time relates to 
USDA's area of control and what review time is attributable to other agencies 
outside of USDA? 

Response: QSDA works closely with its Coordinated Framework partners (FDA, 

EPA and other Federal agencies), and makes decisions on genetically 
engineered crops using sound science. Collectively, we are committed to 
meeting the timeframes outlined in the improved process for USDA 
biotechnology reviews, which is approximately 13-15 months for any petition 
review that does not require extensive environmental analysis such as an 
Environmental Impact Statement. 

Mr. Aderholt: Please describe USDA's work with EPA to review 
submissions . 

Response: While USDA and EPA work closely to coordinate regulatory reviews, 

each agency has different statutory authorities and regulatory 
responsibilities, and each agency is empowered to make their own decisions. 
With regard to coordination, USDA and EPA have joint timelines for reviews, 
share critical information, and cooperatively engage with the public when 
possible to increase the likelihood of synchronous regulatory decisions. 

Mr. Aderholt: Please provide a five year history of expenditures for 
the program. 

Response: Obligations for the Biotechnology Regulatory Services 

program is provided for the record. 

[The information follows:] 


Program 

FY 2011 

FY 2012 

FY 2013 

FY 2014 

FY 2015 



(Dollars in 

Thousands) 



Biotechnology 

Regulatory 

Services 

$13, 019 

$18, 134 

$15,792 

$16,864 

$18,831 


Mr. Aderholt: Please provide a five year history for submissions. 

Response: The information for petitions submitted to USDA in a given 

fiscal year is as follows: 



FY 2011 

FY 2012 

FY 2013 

FY 2014 

FY 2015 

Number of 






petitions 
submitted to USDA 

8 

5 

4 

3 

4 


Mr. Aderholt: What areas is APHiS considering changes to under the 
review framework may impact the regulatory review process? 

Response: The biotechnology regulations have not been updated in more 

than two decades. We want to modernize the regulatory system for 
biotechnology products. 

Generally, USDA anticipates continuing to use the current Plant Pest 
authority granted in the Plant Protection Act, and incorporate the Noxious 
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Weed authority from the Plant Protection Act- Thus, we will stay within our 
statutory authority of the Plant Protection Act as we work through the 
rulemaking process . The public and interested stakeholders will have ample 
opportunity to review and comment on ail proposed regulatory documents, 
including how the proposed changes will affect the review of the forthcoming 
products. As we move closer to publishing a proposal, we intend to carry 
forward the goal of keeping the review timelines in line with the 13 to 15 
month goal. 

Farm Service Agency Office Closings and County Office Staff Reductions 

The Agriculture Appropriations bill in FY 2015 provided funding for a review 
of FSA' s workload analysis of local and county offices by the National 
Academy of Public Administration (NAPA) . 

Mr. Aderholt: Please provide a status update on where the NAPA review 
is and when it will be complete. 

Response: The independent review of the FSA workload analysis by NAPA 

is in progress and expected to be complete during the summer of 2016. 

Avian Health 

Mr. Aderholt: What is USDA doing internationally to bolster the 
overall effectiveness of U.S, avian health programs overseas, especially in 
light of the Highly Pathogenic Avian Influenza outbreak in 2015? 

Response: Assisting other countries reduces the risk of the disease 
spreading from overseas to the United States. APHIS maintains seven offices 
in Asia, the region with the greatest avian health threats, to provide points 
of contact for U.S. agricultural interests and help collect relevant, real- 
time information such as' updates on changes in avian health. For example, 
APHIS' office located in Bangkok, Thailand, focuses on avian health in 
Southeast Asia's lesser-developed economies. APHIS conducts surveillance, 
capacity building, training and oversees monitoring, epidemiology, and 
diagnostic testing throughout the region. USDA works closely with the World 
Organisation for Animal Health (OIE) and other international organizations to 
assist with disease prevention, management, and eradication activities in 
regions affected with highly pathogenic avian influenza. 

When markets close to certain States or regions in response to avian 
influenza detections in poultry, USDA provides science-based rationales to 
reopen markets, coordinates informational visits and exchanges, works with 
U.S. industry to arrange meetings with regulatory decision makers in both the 
United States and foreign governments, and participates in negotiations. 

Many countries imposed restrictions on U.S. exports of poultry and poultry 
products during the avian influenza outbreak, USDA was successful in working 
with the majority of these countries to limit these restrictions to only 
those states or areas affected with the disease. 

APHIS' ongoing efforts to maintain and enhance avian health programs in the 
United States are an important foundation for ensuring continued growth in 
U.S. poultry and poultry product exports. In FY 2016, APHIS will continue to 
support U.S. poultry and poultry product exports. 
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Mr. Aderholt: Please provide a listing of all of the CCC releases for the 
HPAI outbreak in 2015. Include a list of amounts/ dates, and obligations to 
date . 

Response: The following table lists the dates and amounts of the six CCC 

transfers for notifiable avian influenza in FY 2015. 


[The information follows:] 


CCC Releases for Highly Pathogenic Avian Influenza 


Date 


April 10, 2015 
April 17, 2015 
April 24, 2015 
April 30, 2015 
July 2, 2015 
September 3, 2015 

Total, CCC HPAI 


Amount 


$15,000,000 
27,722,702 
41,474,822 
309,247,464 
304, 682, 916 
291,000, 000 

$989, 127, 904 


Obligations as of 
Feb. 11, 2016 


$878, 879,821 


Of the $989.1 million released, APHIS spent approximately $878.9 million as 
of February 11, 2016. In addition, we also have planned commitments of 
approximately $75 million to address known cases and conduct surveillance, 
testing, and preparedness activities. The remaining funding will be 
available to address possible future cases. 

Mr. Aderholt: What is USDA doing to fight non-tariff trade barriers 
overseas and open up more foreign markets for U.S. poultry? 

Response: USDA works with countries to encourage removal of trade 

restrictions and maintain U.S. access to worldwide export markets. As the 
first cases of highly pathogenic avian influenza were appearing in the United 
States, FAS and APHIS immediately launched a successful communications plan 
that was instrumental in minimizing the trade impact on the U.S. poultry 
industry. Although 18 countries imposed trade restrictions on U.S. poultry 
and associated products, 38 limited their restrictions to only the affected 
geographic areas and 100 had none. For example, we were able to retain the 
European Union poultry market, valued at $111 million, by providing 
scientifically sound information on our efforts to contain the outbreak. 

USDA continues our work to remove avian influenza related restrictions on 
poultry and poultry products in overseas markets such as China and Thailand. 
USDA and the Office of the U.S. Trade Representative's efforts to overcome 
unwarranted sanitary requirem.ents resulted in an agreement to allow most U.S. 
poultry and red meat exports to regain access to the South African Market. 

The renewed access could generate $75 million of shipments annually. 
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B’ood, Nutrition and Consumer Services 

The Consolidated Appropriations Act of 2016 includes the requested funds to 
expand nutrition program integrity efforts to further reduce payment error, 
trafficking and other recipient and retailer concerns, 

Mr. Aderholt: Specifically how are these funds being used across the 
nutrition programs? What additional funds are being requested in the fiscal 
year 2017 budget and how will this money be used? 

Response: Rooting out waste, fraud, and abuse is a top priority for 
this Administration. The following provides information for each of the FNS 
programs . 

FNS and our State partners continue to work vigilantly to ensure SNAP 
eligibility and benefit determinations achieve high rates of accuracy. This 
priority focus has resulted in a dramatic reduction in improper payments in 
SNAP, which is now among the lowest rates in the federal governmient. As 
requested in in Fiscal Year (FY) 2016, Congress provided an increase of $4 
million to provide resources to strengthen Federal training, oversight and 
monitoring of State quality control processes and data to ensure that States 
are meeting the highest standards of program integrity in administering SNAP. 
USDA is using these funds to add staff to accomplish the following goals, 
among others : 

• Achieve greater consistency and accuracy in State and Federal reviews 
by strengthening training and technical assistance for State and 
Federal reviewers; 

• Conduct more thorough reviews of State quality control operations to 
ensure they are designed to prevent the introduction of bias into State 
procedures and are conducted in accordance with the regulations and 
policy; and 

• Strengthen FNS's quality control system to address findings from a 
recent audit by USDA's Office of Inspector General. 

To further our success, in Fiscal Year 2017, USDA is requesting an additional 
$3 million to fund technical assistance and activities to help States develop 
and improve client fraud prevention education and awareness programs. 

Ensuring that clients are provided with timely and clear information about 
program rules, up front when they apply to the program and repetitively 
throughout their participation, helps to prevent fraud before it occurs. 

The WIC Program has no requests for additional integrity-focused 
funding in FY 2017, however, each year Congress provides $11 million for 
Federal oversight and administration of the program. This funding is used to 
improve Federal oversight of the WIC electronic benefit transfer (EBT) 
implementation process and to provide other technical assistance or oversight 
at the State level. 

In addition, these funds pay for FNS staff who provide oversight and 
technical assistance to States to improve program integrity - specifically 
with regard to vendor management and improper payments. While the WIC 
Program has a very low improper payment rate, FNS staff continually seek ways 
to reduce and prevent errors and program abuse. 
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Reducing improper payments in the school meal programs is a key 
priority. We are currently focusing efforts on meal application redesign, 
enhanced oversight activity, and investments in training, rechnical 
assistance and new research. We recently redesigned the household application 
and are working to develop the first electronic application. We are also 
working to strengthen direct certification and increase the adoption of the 
Community Eligibility Provision (CEP) in an effort to eliminate improper 
payments tied to applicant error. Finally, we are currently accepting 
applications from State agencies for participation in pilots to allow state 
to directly certify children for free or reduced price meals using Medicaid 
enrollment and household income data. I will provide further detail on all of 
these provisions for the record. 

Mr. Aderholt : Provide specific examples of the initiatives that have 
been launched to educate those who are eligible for SNAP about the program. 
How much did USDA spend on these initiatives in fiscal year 2013, 2014, 2015 
and the projected expenditure for 2016? 

Response: USDA takes seriously its mission and responsibility to 

provide access to nutrition assistance program benefits to every eligible 
person who needs and seeks assistance. USDA facilitates program access 
through appropriate outreach to program partners and potential recipients to 
ensure that eligible people can make an informed choice for themselves and 
their families. USDA works to ensure that outreach is in line with the law 
and policy by: 

• Focusing only on individuals and groups who are eligible under the law. 

• Emphasizing that programs provide support during times of need, not 
permanently. 

• Avoiding messages that disparage or demean the importance of work. 

The majority of activities related to this education and outreach occur at 
the State and local level. Under the Food and Nutrition Act, States may 
conduct outreach as part of their program operations, and may be reimbursed 
for up to 50 percent of the allowable administrative costs for these 
activities . 

The 2014 Farm Bill (Section 4018) limited the types of outreach activities 
allowed to be reimbursed with Federal matching funds. The USDA issued a 
memorandum on March 21, 2014, clarifying that the Farm Bill's prohibition on 
the use of appropriated funds to pay for television, radio, or billboard 
advertisements that promote SNAP and to pay for any agreements with foreign 
governments designed to promote SNAP benefits and enrollment was effective 
upon enactment. On March 14, 2016, USDA published a Notice of Proposed 
Rulemaking related to Section 4018. Vfhen finalized, these regulations will 
provide further clarity on the statutory provision regarding allowable 
outreach activities. 

At the end of FY 2015, 44 States conducted outreach activities. Outreach 
activities vary from State to State depending on local needs and partners. 
Examples of outreach activities include partnering with local food banks or 
senior service centers to offer application assistance to potentially 
eligible households wishing to apply. This assistance may include pre- 
screening potentially eligible households, an explanation of the application 
process, and answering questions about the application. This support eases 
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the burden on both State SNAP offices and applicants by answering common 
questions and ensuring that only those most likely to be eligible apply. 

The Food and Nutrition Service also provides some tools and materials at 
the national level. Examples of such efforts include: 

• Toll-Free Information Line: FNS provides a toll-free information line 
in English and Spanish for low-income people to learn about SNAP 
eligibility requirements. 

• The USDA National Hunger Clearinghouse; The USDA National Hunger 
Clearinghouse collects and maintains contact and program information 
about Federal, State and local non-profit organizations and government 
agencies that provide food assistance programs and other social 
services, including information regarding SNAP. Individuals can search 
the online database or call a toll-free hotline to find out where to 
apply for assistance in their community. 

• Pre-screening Tool: English and Spanish versions of the online pre- 
screening tool helps users determine if they might be eligible for 
benefits and estimates the amount of benefits they might receive. 

• Outreach Materials: FNS provides educational materials, such as 
brochures, posters and flyers, at no cost to State and local agencies 
and other organizations. For example, the SNAP information and 
eligibility brochure" provides SNAP State agency hotline numbers as 
well as clear and concise information about eligibility criteria, 
benefit levels, and answers to frequently asked questions that can help 
low-income households make informed decisions about applying for 
benefits . 


Federal Spending on SNAP Outreach Activities 
Federal Obligations 

{in thousands) 


SNAP Outreach 

Activities 

FY 2013 
Actual 

FY 2014 i 

Actual ! 

FY 2015 
Actual 

FY 2016 
Estimate 

Federal Share of State 
Spending 

$35, 106 

i 

$41,487 i 

$40, 875 

$46, 441* 

Federally Administered 
Spending 

$11,394 

$11,635 

$14,272 

$13, 676 

Total 

$46,500 : 

$53,122 

$55, 147 

$60,177 


Source: National Data Bank {NDB) and FY 2017 President's Budget. 

* Estimates based upon historical percentages. 


Mr. Aderholt: For the past five years, please provide a table 
showing the estimated dollars and participants for SNAP and WIC in the 
President's Budget request and then the actual cost and participants 
for that year. 

Response: The following are two tables showing the estimated 

dollars and participants for SNAP and WIC in the President's Budget 
request and then the actual cost and participants for years 2012, 2013, 
2014, 2015 and 2016. Please note that the FY 2016, actual Program 
level is not yet available. Data for 2016 participation are through 
December 2015. 
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[The information follows:} 


FNS SIC and SNA? Progranv Level and Participation 



2012 

2013 

2014 

2015 

2016 

Reouest 

Acinjal 

Reouest 

Actisil 

Reouest 

Actual 

Reouest 

Actual 

Request 

Actual 

«c 

Program Level imillions) 

$ 7 , 571.2 

$ 7 , 1^.0 

$ 7 , 264.5 

$ 6 , 951.8 

$ 7 , 243.3 

$ 7 , 144.8 

$7,134.0 

$6,776.8 

$7,201.3 

N/A 

Avg. Monthly 

Participation (millions) 

9.6 

8.9 

9.1 

8.7 

8.9 

8.3 

8.7 

S.O 

8.5 

.\V'A 

_ _ 

SNA? 

Program Level (millions) 

$ 77 , 771.7 

$ 78 ,® 2.3 

$ 30 , 026.3 

$ 80 , 078.9 

$ 71 , 614.7 

$ 74 , 596.9 

276,727.6 

$74,489.7 

$76,299.6 

N/A 

Avg. Monthly^ 
Particioaticn (millions) 

45.0 

46.6 

46.9 

47.6 

44.7 

46.7 

46.9 

45.8 

45.7 

N/A 


*Reqaest and Actual figures include ARRA Tands and the Contingency Tand Reserve. 

Prcgram level arr.ounts are froro the relevant Project Stateicent obligations table in the President's Sudgats. 
Actual prograrr. level is not yet available for FY 2016. 


Department-wide / Cross-cutting Issues 

Mr. Aderholt: Please provide a table that shows the number of 
professional and clerical staff from each agency and USDA staff office 
assigned to public affairs activities and the cost by each respective 
organization, to include projections for fiscal year 2016 and 2017. 

Response: The information is provided for the record. 

[The information follows:] 
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United States Department of Agriculture 
Public Affairs Activities 
(Dollars in Thousands) 



2016 


2017 


Agency 

Employment Staff 

Years 

En^loyment Staff 

Years 

FSA: 





Professional 

12.0 

12.0 

12.0 

12.0 

Clerical 

1.0 

1.0 

1.0 

1.0 

Budget Authority 

Location of Staff: 

$ 1,545 


$1,565 


Washington 

11,0 

11.0 

11.0 

11.0 

Field 

2.0 

2.0 

2.0 

2.0 

RMA: 





Professional 

7.0 

7.0 

7.0 

7.0 

Clerical 

1.0 

1.0 

1.0 

1.0 

Budget Authority 

Location of Staff: 

$ 1, 007 


$1,007 


Washington 

8.0 

8.0 

8.0 

8.0 

Field 

0.0 

0,0 

0.0 

0.0 

FAS: 





Professional 

10.0 

10.0 

10.0 

10.0 

Clerical 

2.0 

2.0 

2.0 

2.0 

Budget Authority 

Location of Staff: 

$776 


$800 


Washington 

12,0 

12.0 

12.0 

12.0 

Field 

0.0 

0.0 

0.0 

0.0 

ARS: 





Professional 

22.0 

22.0 

22.0 

22.0 

Clerical 

1.0 

1.0 

1.0 

1.0 

Budget Author:.ty 

Location of Staff: 

$ 3,283 


$ 3,283 


Washington 

23.0 

23.0 

23.0 

23.0 

Field 

0.0 

0.0 

0.0 

0.0 

NIFA : 





Professional 

12.0 

12.0 

12.0 

12.0 

Clerical 

1.0 

1.0 

1.0 

1.0 

Budget Authority 

Location of Staff: 

$814 


$820 


Washington 

13.0 

13,0 

13.0 

13.0 

Field 

0.0 

0.0 

0.0 

0.0 

HASS : 





Professional 

20.0 

20.0 

20.0 

20.0 

Clerical 

2.0 

2,0 

2.0 

2.0 

Budget Authority 

Location of Staff; 

$ 2,200 


$ 2,222 


Washington 

17.0 

17.0 

17.0 

17.0 

Field 

5.0 

5.0 

5.0 

5.0 
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United States Department of Agriculture 
Public Affairs Activities 
{Dollars in Thousands) 



2016 


2017 


Agency 

Employment Staff 

Years 

En?Jloyment Staff 

Years 

ERS: 





Professional 

4.0 

3.0 

4.0 

3.0 

Clerical 

1.0. 

0.1 

1.0 

0.1 

Budget Authority 

Location of Staff: 

?471 


$479 


Washington 

5.0 

3.1 

5.0 

3.1 

Field 

0.0 

0.0 

0.0 

0.0 

RD: 





Professional 

11.0 

10.5 

12.0 

11.5 

Clerical 

1.0 

1.0 

1.0 

1.0 

Budget Authority 

Location of Staff: 

$1, 525 


$1,612 


Washington 

12.0 

11.5 

13.0 

12.5 

Field 

0.0 

0.0 

0.0 

0.0 

NRCS: 





Professional 

96.0 

96.0 

96.0 

96.0 

Clerical 

4.0 

4.0 

4.0 

4.0 

Budget Authority 

Location of Staff: 

$8,478 


$8, 629 


Washington 

21,0 

21.0 

21.0 

21.0 

Field 

79.0 

79.0 

79.0 

79.0 

APHIS: 





Professional 

14.0 

12.3 

12.0 

12.0 

Clerical 

0.0 

0.0 

0.0 

0.0 

Budget Authority 

Location of Staff: 

$1,544 


$1,606 


Washington 

10.0 

9.0 

9.0 

9,0 

Field 

4.0 

3.3 

3.0 

3.0 

AMS: 





Professional 

10.0 

10.0 

10.0 

10.0 

Clerical 

2.0 

2.0 

2.0 

2.0 

Budget Authority 

Location of Staff: 

$1,634 


$1,649 


Washington 

12.0 

12.0 

12.0 

12.0 

Field 

0.0 

0.0 

0.0 

0.0 

GIPSA: 





Professional 

1.0 

1.0 

1.0 

1.0 

Clerical 

0.0 

0.0 

0.0 

0.0 

Budget Authority 

Location of Staff: 

$121 


$125 


Washington 

1.0 

1.0 

l.D 

1.0 

Field 

0.0 

0.0 

0.0 

0.0 

FSIS: 





Professional 

11.0 

10.5 

14.0 

11.7 

Clerical 

2.0 

0.2 

1.0 

0.1 

Budget Authority 

Location of Staff: 

$949 


$962 


Washington 

13.0 

13.0 

15.0 

15.0 

Field 

0.0 

0.0 

0.0 

0.0 



297 


United States Department of Agriculture 
Public Affairs Activities 
(Dollars in Thousands) 



2016 


2017 


Agency 

Employment Staff 

Years 

Eitqployment Staff 

Years 

FNS: 





Professional 

34.0 

6.8 

34.0 

6.8 

Clerical 

1.0 

0.2 

1.0 

0.2 

Budget Authority 

$958 


$973 


Location of Staff: 





Washington 

14,0 

2.8 

14.0 

2.9 

Field 

21.0 

4.2 

21.0 

4.2 

Office of Commxinications : 





Professional 

48.0 

48.0 

54.0 

54.0 

Clerical 

6.0 

6.0 

6.0 

6.0 

Budget Authority 

$7,500 


$8,512 


Location of Staff: 





Washington 

54.0 

54.0 

60.0 

60.0 

Field 

0.0 

0.0 

0.0 

0.0 

Office of the Chief Economist; 





Professional 

1.0 

1.0 

1.0 

1.0 

Clerical 

0.0 

0.0 

0.0 

0.0 

Budget Authority 

$172 


$174 


Location of Staff: 





Washington 

1.0 

1.0 

1.0 

1.0 

Field 

0.0 

0.0 

0.0 

0.0 


TOTAL, Public Affairs Activities: 


Professional 

313.0 

282.1 

321.0 

290.0 

Clerical 

25.0 

21.5 

24.0 

21.4 

Budget Authority 

Location of Staff: 

$32,977 

$0.0 

$34,418 

$0.0 

Washington 

227.0 

212.4 

235.0 

221.4 

Field 

111.0 

93.5 

110.0 

93.2 
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Mr. Aderholt: Please provide a table showing the total amount spent on 
congressional relations and a breakout by Agency, to include projections for 
fiscal year 2016 and 2017. 

Response: The information is provided for the record. 

[The information follows:] 


U.S. DEFARTMEHT OF AGRICULTURE 
COMGRESSICMIAL REIATIOMS I^TIVITIBS 
(Dollars In Ihousaods) 

2016 Satinate 2017 Estiaate 

Total % of Total % of 


Staff Staff Staff Staff Staff staff 

AGgKCY E aployiaent Taata Years Years EltaploviBent Years Years Years 


OSEC: 

Professional 12 12.00 12 12.00 

Clerical 2 2.00 2 2.0Q 

Total 14 14 65 21.54% 14 14 K6 21.21% 

Schedule c Positions 9.0 9.0 

Average Cost: 

Professional $120 S122 

Clerical $113 S115 

Budget Authority $3,869 $3,919 

AR5: 

Professional 1 1.0 1 1.0 

Clerical 

Total 1 i S,652 9.02% 1 1 6,661 0.02% 

Schedule C Positions 
Average Cost: 

Professional $102 $102 

Clerical $0 $0 

Budget Authority $102 $102 

MIFA: 

Professional 1 0.6 1 0.6 

Clerical I 0.1 I 0.1 

Total 2 0.7 390 0.18% 2 0.7 401 0.17% 

.Schedule C Positions 
Average Cost: 

Professional $9B $98 

Clerical $4 $4 

Budget Authority $102 $102 

FAS: 

Profe.ssional 3 3.0 3 3.0 

Clerical 0 O.Q 0 0_^ 

Total 3 3.0 1,080 0.28% 3 3.0 1,083 0.28% 

Schedule C Positions 0 0 

Average Coat: 

Profes.sional SlOl $1.11 

Clerical $0 $0 

Budget Authority $303 $350 



299 


XJ.S. DEPARIMEMT OF AGRICOITURE 
CONGRESSIONAL RELATIONS ACTIVITIES 
(Dollars in Thousands) 



2016 Estimate 


2017 Estimate 




Total 

% of 

Total 

% of 


Staff 

Staff 

Staff 

Staff Staff 

Staff 

AGENCI 

Employment Tears 

Tears 

Tears 

Employment Tears Tears 

Tears 


FSA: 

professional 3 3 

Clerical 

Total 3 12,473 O.OGI 3 11, 653 0.00% 

Schedule C Positions 
Average Cost: 

Professional 

Clerical 

Budget Authority 


RD: 

Professional 3 3.5 3 3.5 

Clerical 0 Q.O 0 

Total 3 3,5 5,026 0.07% 3 3.5 5, 168 0.07% 

Schedule C Positions 0 0.0 

Average Cost: 

Professional $443 $496 

Clerical SO SO 

Budget Authority $0 SO 

NRCS: 

Professional 1 1.0 1 1.0 

Clerical 0 0.0 . . 0 0-...Q- 

Total 1 1.0 11,657 0.01% 1 1.0 11,644 0.01% 

Schedule C Positions 
Average Cost: 

Professional S144 S144 

Clerical $0 SO 

Budget Authority $144 $144 

APHIS: 

Professional 3 0.63 3 0.61 

Clerical — 

Total 3 0.63 9,033 0,01% 3 0.61 7,839 0.01% 

Schedule C Positions 
Average Cost: 

Professional $166 $172 

Clerical 

Budget Authority $102 S102 

AMS: 

Pcofessicnal 1 1.0 1 1.0 

Glerioal ______________________ 

Total 1 1-0 2,496 0.04% I 1.0 2,496 0.04% 

Schedule C Positions 
Average Cost: 

Professional 93 $83 

Clerical 

Budget Authority $83 $33 



300 


FSIS: 

Professional 4 2.7 4 3.3 

Clerical 2 0.2 - “ • ^ 

Total 6 2.9 8,938 0.03% 5 3.4 8,951 0.04% 

SC-hedule C Positions 
Average Cost: 

Professional §314 $358 

Clerical SIO 

Budget Authority SO 

FNS: 

Professional 5 1.25 5 1.25 

Clerical - 2 0.40 2 0.40 

7otai ' 1-7 1,704 0.10% 7 1.7 1,708 0.10% 

Schedule C Positions 0 0 

Average Cost: 

Professional $186 $106 

Ciorical $26 S26 

Budget Authority §212 S2±2 

OIG; 

Professional 0 1.6 1.6 0 1.6 1-6 

Clerical 


lotal 0 1.6 1.6 0 1.6 1.6 

Schedule C Positions 
Average Cost: 


Professional 290.8 294.5 

Clerical 

Budget Authority $96 $96 

TOTAL, Congressional Relations Activities: 

Professional 37 28.2 37 28.6 

Clerical 7 2.7 6 2^ 

Total 44 30.9 38,514 0.05% 43 31,4 57, 670 0.05% 

Schedule C Positions 0 9.0 0 9-0 

Budget Authority $4,911 $5,008 


Mr. Aderholt: Please provide a table that shows the transfers, by 
agency, from, the Office of Congressional Relations, and the amount retained 
for the immediate Assistant Secretary for fiscal years 2012 through 2016. 

Response: The information is provided for the record. 

[The information follows:] 
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OFFICE OF THE SECRETARY 
OFFICE OF THE ASSISTANT SECRETARY FOR 
CONGRESSIONAL RELATIONS 
(Dollars in Thousands) 



2012 

2013 

2014 

2015 

2016 

Farm Service Agency 

$146 

$135 

$135 

$135 

$135 

Foreign Agricultural Service 

109 

101 

101 

101 

101 

Risk Management Agency 

41 

38 

38 

38 

3B 

Total, Farm and Foreign Agricultural Services 

296 

274 

274 

274 

274 

Rural Development 

230 

212 

212 

212 

212 

Food and Nutrition Service 

230 

212 

212 

212 

212 

Natural Resources Conservation Service 

156 

144 

144 

144 

144 

Food Safety and Inspection Service 

230 

212 

212 

212 

212 

Agricultural Research Service 

111 

102 

102 

102 

102 

National Institute of Food and Agriculture 

111 

102 

102 

102 

102 

Total, Research, Education and Economics 

222 

204 

204 

204 

204 

Agricultural Marketing Service 

111 

102 

102 

102 

102 

Animal and Plant Health Inspection Service 

111 

102 

102 

102 

102 

Total, Marketing and Regulatory Programs 

222 

204 

204 

204 

204 

Total Transferred to Agencies 

1,586 

1,462 

1,462 

1,462 

1,462 

Office of the Assistant Secretary for 






Congressional Relations Congressional Relations 

1,574 

1,680 

1, 957 

1,957 

1, 957 

Intergovernmental Affairs 

416 

450 

450 

450 

450 

Total, Office of the Assistant Secretary for 

1, 990 

2, 130 

2,407 

2,407 

2,407 

Congressional 






Total Appropriated 

3,576 

3,592 

3,869 

3,869 

3,869 


Mr. Aderholt: Please provide a list of ail employees who are currently 
on detail assignments outside of USDA as of February 1, 2016. Provide the 
names, grade, start and end dates of the detail, and locations of temporary 
assignment . 

Response: The information is provided for the record. 


[The information follows:] 


Agency 

Name 

Grade 

Start Date 

End Date 

location 

AMS 

Leanne Skelton 

15 

10/1/2015 

9/30/2016 

Food 5 Drug Administration 

OIG 

Jessica Taylor 

15 

1/11/2016 

7/8/2016 

Department of Homeland Security 

ERS 

Timothy Park 

15 

6/8/2015 

6/3/2016 

-Council of Economic Advisors 

RD 

Bob Boss 

15 

lG/i/2015 

9/30/2016 

Senate Appropriations Committee 

RD 

Katherine Ferguson 

SES 

11/1/2015 

3/26/2016 

Domestic Policy Council 
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Mr. Aderholt: Please provide a comprehensive listing of all 
interagency agreements between each Under Secretary Office and the respective 
agency. For each, include a dollar amount and the supported provided to each 
office . 


Response: The information is provided for the record. 

[The information follows:] 



2015 Interagency Agreements between each Ifnder Secretary Office 


3 
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FARM AND HOUSING LOANS 

Mr. Aderholt: Please provide a table showing the amount of direct farm 
loans, direct housing loans, and direct rural community advancement program 
loans that have been written off the books from fiscal year 2001 to the 
present . 

Response: The data is as of Dec 31, 2015. The information is submitted 
for the record. 

[The information follows:] 


Farm Service Agency 
Write-Offs — Direct Farm Loans 
(Dollars in Thousands) 


Fiscal Year 

Financing DL 

FY 2001 

$349, 942 

FY 2002 

446, 967 

FY 2003 

385,291 

FY 2004 

291, 948 

FY 2005 

244,029 

FY 2006 

185,768 

FY 2007 

145, 350 

FY 2008 

99, 627 

FY 2009 

49, 042 

FY 2010 

77, 630 

FY 2011 

125, 155 

FY 2012 

75,478 

FY 2013 

122, 694 

FY 2014 

51,310 

FY 2015 

65,366 

FY 2016 

21,241 

Total 

2,737, 638 
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single Family Housing (SFH) Direct 
Write-offs FY 2001— 2016 (Dec) 
(dollars in thousands) 


Fiscal Year 

Financing SFH 

FY 2001 

$206,343 

FY 2002 

224,549 

FY 2003 

150, 870 

FY 2004 

134, 891 

FY 2005 

93,561 

FY 2006 

71,846 

FY 2007 

247,626 

FY 2008 

43,758 

FY 2009 

88,258 

FY 2010 

142, 412 

FY 2011 

181, 030 

FY 2012 

239,686 

FY 2013 

265,882 

FY 2014 

212,878 

FY 2015 

249, 006 

FY 2016 

80,279 

Total 

$2, 632, 875 


Direct Community Facilities (CF) 
Write-offs FY 2001-2016 (Dec) 
(dollars in thousands) 


Fiscal Year 

Financing CF 

FY 2001 

$1,385 

FY 2002 

6 

FY 2003 

1,398 

FY 2004 

8,081 

FY 2005 

3,650 

FY 2006 

6,867 

FY 2007 

8,869 

FY 2008 

14,514 

FY 2009 

4, 306 

FY 2010 

10,228 

FY 2011 

15,159 

FY 2012 

15,316 

FY 2013 

27,896 

FY 2014 

21,186 

FY 2015 

10, 055 

FY 2016 

17, 305 

Total 

$166,221 
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Business and Industry Loans (B&I) 
Direct Write-offs FY 2001-2016 (Dec) 
(dollars in thousands) 


Fiscal Year 

Financing B&I 

FY 2001 

$1, 016 

FY 2002 

2,244 

FY 2003 

3, 256 

FY 2004 

9, 665 

FY 2005 

3, 678 

FY 2006 

4, 939 

FY 2007 

21, 566 

FY 2008 

15,334 

FY 2009 

4,329 

FY 2010 

1, 118 

FY 2011 

2,047 

FY 2012 

2,824 

FY 2013 

929 

FY 2014 

1,768 

FY 2015 

1,506 

FY 2016 

(1, 085) 

Total 

$75,134 


Water and Waste (WW) Programs 
Direct Write-offs FY 2001-2016 (Dec) 
(dollars in thousands) 


Fiscal Year 

Financing WW 

FY 2001 

0 

FY 2002 

$241 

FY 2003 

1,222 

FY 2004 

1, 156 

FY 2005 

169 

FY 2006 

0 

FY 2007 

1, 940 

FY 2008 

2,245 

FY 2009 

98 

FY 2010 

0 

FY 2011 

1,465 

FY 2012 

0 

FY 2013 

1,017 

FY 2014 

2,206 

FY 2015 

778 

FY 2016 

110 

Total 

$12, 647 


OSEC STAFFING 
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Mr. A.derholt: Provide a table that lists current staff in each of the 
OSEC offices, the position title, the grade level, the pay costs associated 
with each position, the identity of appointment, and how they are funded for 
fiscal years 2012 through 2016. 

Response: The following table lists current staff on board in each of 

the OSEC offices, the position title, the grade level, and the pay costs 
associated with each position. The table also identifies Presidential 
Appointments with Senate Confirmation-PAS, Schedule C, Non-career, Career 
positions, and how they are funded. The table reflects staff on board as of 
September 30, 2012 for fiscal year 2012; September 30, 2013, for fiscal year 
2013, September 30, 2014, for fiscal year 2014, September 30, 2015 for fiscal 
year 2015 and March 8, 2016 for fiscal year 2016. 


IMMEDIATE OFFICE 
Fiscal Year 2012 


TITLE 

GRADE 

SALARY 

BENEFITS 

FUNDED BY 

APPOINTMENT 

Secretary of 

Agriculture 

EX- 1 

$199,700 

$49, 925 

OSEC 

PAS 

Deputy Secretary of 
Agriculture 

EX-II 

179,700 

44, 925 

OSEC 

PAS 

Chief of Staff 

ES 

179,700 

44,925 

OSEC 

Non-Career 

Deputy Chief of Staff 

ES 

179,700 

44, 925 

OSEC 

Non-Career 

Senior Policy Advisor 

ES 

152,250 

38,063 

Forest 

Service 

Non-Career 

Senior Advisor 

ES 

142,560 

35,640 

OSEC 

Non-Career 

Senior Advisor 

ES 

140, 000 

35,000 

OSEC 

Non-Career 

Senior Advisor 

ES 

140, 000 

35,000 

OSEC 

Non-Career 

Senior Advisor 

ES 

140,000 

35,000 

OSEC 

Non-Career 

Advisor to the 

Secretary 



34,034 

OSEC 

Schedule C 

White House Liaison 

GS-15/04 

136, 134 

34,034 

Reimb Adv 
Comm 

Schedule C 

Senior Program Manager 
for Global Food 
Securities 

GS-15/04 

136, 134 

34,034 

FAS 

Schedule C 

Director of Faith 

Based 

GS-15/04 

136, 134 

34,034 

Reimb . 
Faith 

Based 

Schedule C 

Advisor to the 

Secretary 

GS-15/01 

123,758 

30, 940 

OSEC 

Schedule C 

Special Assistant 

GS-14/08 

129,758 

32,440 

OSEC 

Career 

Committee Management 
Officer 

GS-14/08 

129,758 

32,440 

Reimb . 

Adv Comm 

Career 
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TITLE 

Deputy White House 
Liaison 

Exec Asst to the vSecy 
Executive Assistant 
Deputy Director 


Staff Assistant 


Secretary 

Secretary 


Secretary 
Special Assistant 
Program Assistant 


Program Support 
Specialist 


Staff Assistant 


Program Analyst 


Program Analyst 


Staff Assistant 


Program Clerk 


Staff Assistant 


92,001 


GS-13/01 


89,033 


GS-12/10 


97,333 


GS-12/03 


79, 864 


GS-11/02 


64,548 


GS-10/10 


73, 917 


GS-10/09 


72, 022 


GS-10/03 


60,648 


GS-09/02 


53,350 


GS-09/02 


53,350 


GS-09/02 


53,350 


GS-09/01 


51, 630 


GS-09/01 


51, 630 


GS-09/01 


51, 630 


GS~05/01 


34,075 


GS-04/01 


30,456 


GS-02/01 


24,865 


BENEFITS 
23, 000 


22, 258 
24,333 
19, 966 


16, 137 
18,479 
18,006 


15, 162 
13,338 
13, 338 


13,338 


12, 908 
12, 908 


12, 908 


8,519 


7, 614 


6,216 


FUNDED BY 
OSEC 


OSEC 


OSEC 


Reimb . 
Faith 
Based 


OSEC 


OSEC 


Reimb Adv 
Comm 

OSEC 


OSEC 


Reimb 

Faith 

Based 


Reimb 

Faith 

Based 


OSEC 


Forest 

Service 


Forest 

Service 


Forest 

Service 

Forest 

Service 

Forest 

Service 


APPOINTMENT 
Schedule C 


Schedule C 


Career 


Career 

Conditional 


Schedule C 


Career 


Career 


Career 


Schedule C 


Career 


Schedule C 


Schedule C 


Schedule C 


Schedule C 


Schedule C 


Schedule C 


Schedule C 
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IMMEDIATE OFFICE 
Fiscal Year 2013 


TITLE 

GRADE 

SALARY 

BENEFITS 

FUNDED BY 

APPOINTMENT 

Secretary of 

Agriculture 

EX- 1 

$199,700 

$49, 925 

OSEC 

PAS 

Chief of Staff 

EX-II 

179, 700 

44, 925 

OSEC 

Non-Career 

Deputy Chief of Staff 
for Operations 

ES 

162, 500 

40, 625 

OSEC 

Non-Career 

Deputy Chief of Staff 
for Policy 

ES 

162,500 

40, 625 

OSEC 

Non-Career 

Chief of Staff to the 
Deputy Secretary 

ES 

145, 000 

36, 250 

OSEC 

Non-Career 

Senior Policy Advisor 

EX-III 

165,300 

41,325 

FS 

Non-Career 

Senior Advisor 

ES 

142,560 

35, 640 

OSEC 

Non-Career 

Advisor to the 

Secretary 

ES 

140, 000 

35,000 

OSEC 

Schedule C 

Special Assistant 

GS-14/10 

136,771 

34, 193 

OSEC 

Career 

Deputy White House 
Liaison 

GS-12/04 

82,359 

20,590 

OSEC 

Schedule C 

White House Liaison 

GS-15/02 

127,883 

31, 908 

OSEC 

Schedule C 

Secretary 

GS-10/10 

73, 917 

18,479 

OSEC 

Career 

Secretary 

GS-10/10 

73, 917 

18,479 

Reimb Adv 
Comm 

Career 

Secretary 

GS-10/04 

62,544 

15, 636 

OSEC 

Career 

Program Analyst 

GS-11/02 

64,548 

16, 137 

Forest 

Service 

Schedule C 

Staff Assistant 

GS-09/02 

53,350 

13,338 

OSEC 

Schedule C 

Staff Assistant 

GS-09/02 

53,350 

13,338 

Forest 

Service 

Schedule C 

Staff Assistant 

GS-04/01 

30, 456 

7,614 

Forest 

Service 

Schedule C 

Staff Assistant 

GS-03/02 

28,034 

7,009 

Forest 

Service 

Schedule C 






310 


IMMEDIATE OFFICE 
Fiscal Year 2014 


TITLE 

GRADE 

SALARY 

BENEFITS 

FUNDED BY 

APPOINTMENT 

Secretary of 

Agriculture 

EX-I 

$199,700 

$49, 925 

OSEC 

PAS 

Deputy Secretary of 
Agriculture 

EX-II 

179, 700 

44,925 

OSEC 

PAS 

Chief of Staff 

ES 

179, 700 

44,925 

OSEC 

Non-Career 

Deputy Chief of Staff 
for Operations 

ES 

162,500 

40, 625 

OSEC 

Non-Career 

Chief of Staff to the 
Deputy Secretary 

ES 

160, 000 

40, 000 

OSEC 

Non-Career 

Deputy Chief of Staff 

ES 

162,500 

40, 625 

OSEC 

Non-Career 

Senior Advisor 

ES 

142,560 

35, 640 

OSEC 

Non-Career 

White House Liaison 

GS-15/03 

133,328 

33,332 

OSEC/ 

Reimb Adv 

Comm 

Schedule C 

Special Assistant 

GS-15/03 

133,328 

33,332 

FAS 

Schedule C 

Director of Faith 

Based 

GS-15/03 

133,328 

33,332 

Reimb . 

Faith 

Based 

Schedule C 

Special Assistant 

GS-15/08 

154,160 

38,540 

OSEC 

Schedule C 

Special Assistant 

GS-15/06 

145,827 

36,457 

OSEC 

Career 

Committee Management 
Officer 

GS-13/03 

95, 919 

23, 980 

Reimb. Adv 
Comm 

Schedule C 

Deputy White Flouse 
Liaison 

GS-12/04 

83, 183 

20,795 

Reimb. Adv 
Comm 

Schedule C 

Executive Assistant 

GS-13/02 

92, 922 

23,251 

OSEC 

Schedule C 

Secretary 

GS-11/09 

79, 916 

19,979 

OSEC 

Career 

Secretary 

GS-10/10 

74,654 

18, 663 

OSEC 

Career 

Secretary 

GS-11/03 

67,297 


OSEC 

Career 

Management Analyst 

GS-09/02 

53, 884 


OSEC 

Schedule C 

Confidential Assistant 

GS~09/01 

52,146 

13,037 

OSEC 

Schedule C 

Staff Assistant 

GS-03/02 

28,313 

7,078 

Reimb . Adv 
Comm 

Schedule C 
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IMMEDIATE OFFICE 
Fiscal Year 2015 


TITLE 

GRADE 

SALARY 

BENEFITS 

FUNDED BY 

APPOINTMENT 

Secretary of 

Agriculture 

EX-I 

$199, 700 

$49,925 

OSEC 

PAS 

Deputy Secretary of 
Agriculture 

EX-II 

179, 700 

44,925 

OSEC 

PAS 

Chief of Staff 

ES 

179,700 

44,925 

OSEC 

Non-Career 

Deputy Chief of Staff 

ES 

162,500 

40,625 

OSEC 

Non-Career 

Chief of Staff to the 
Deputy Secretary 

ES 

179,700 

44, 925 

OSEC 

Non-Career 

Senior Advisor 

ES 

145,000 

36,250 

OSEC 

Non-Career 

Senior Advisor 

ES 

142,000 

35,500 

OSEC 

Non-Career 

Deputy Chief of Staff 

ES 

162,500 

40,625 

OSEC 

Non-Career 

Director of Faith 

Based 

GS-15/04 

138,871 

34,718 

Reimb. 

Faith 

Based 

Schedule C 

Special Assistant 

GS-15/09 

158,700 

39,675 

OSEC 

Schedule C 

Special Assistant 

GS~15/06 

147,288 

36,822 

OSEC 

Career 

Senior Advisor 

GS-14/01 

107,325 

26,831 

OSEC 

Schedule C 

Conunittee Management 
Officer 

GS-13/04 

99, 905 

24,976 

Reimb . Adv 
Comm 

Schedule C 

White House Liaison 

GS-15/01 

126,245 

31, 561 

OSEC 

Schedule C 

Deputy White House 
Liaison 

GS-13/01 

90,823 

22, 706 

OSEC/ 

Reimb Adv 
Comm 

Schedule C 

Secretary 

GS-10/07 

69,597 

17,399 

OSEC 

Career 

Project Specialist 

GS-09/01 

52, 668 

13,167 

Reimb Adv 
Comm 

Schedule C 

Project Specialist 

GS-07/01 

43, 057 

10,764 

Reimb Adv 
Comm 

Schedule C 

Executive Assistant 

GS-i3/01 

90,823 

22,706 

OSEC 

Schedule C 

Administrative 

Specialist 

GS-11/09 

80,716 

20, 179 

OSEC 

Career 

Administrative 

Specialist 

GS-11/04 

70,095 

17,524 

OSEC 

Career 

Confidential Assistant 

GS-07/01 

43,057 

10,764 

OSEC 

Schedule C 

Confidential Assistant 

GS-07/01 

43,057 

10,764 

OSEC 

Schedule C 

Staff Assistant 

GS-07/01 

43,057 

10,764 

Reimb. Adv 

Comm 

Schedule C 
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IMMEDIATE OFFICE 
Fiscal Year 2016 


TITLE 

GRADE 

SALARY 

BENEFITS 

FUNDED BY 

APPOINTMENT 

Secretary of 

Agriculture 

EX-I 

$199,700 

$49, 925 

OSEC 

PAS 

Deputy Secretary of 
Agriculture 

EX-II 

179,700 

44,925 

OSEC 

PAS 

Deputy Chief of Staff 

ES 

162,500 

40,625 

OSEC 

Non-Career 

Chief of Staff to the 
Deputy Secretary 

ES 

179,700 

44, 925 

OSEC 

Non-Career 

Senior Advisor 

ES 

145,000 

36,250 

OSEC 

Non-Career 

Senior Advisor 

ES 

142,000 

35,500 

OSEC 

Non-Career 

Deputy Chief of Staff 

ES 

162,500 

40, 625 

OSEC 

Non-Career 

Chief of Staff 

ES 

155, 000 

37,750 

OSEC 

Schedule C 

Director of Faith 

Based 

GS~15/04 

140,892 

35,223 

Reimb . 

Faith 

Based 

Schedule C 

Special Assistant 

GS-15/09 

160,300 

40,075 

OSEC 

Schedule C 

Assistant to the Chief 
of Staff 

GS~15/07 

153,702 

38,426 

OSEC 

Career 

Senior Advisor 

GS-14/01 

106,688 

26, 672 

OSEC 

Schedule C 

Committee Management 
Officer 

GS-14/01 

108,887 

27,222 

Reimb . 

Adv Comm 

Schedule C 

White House Liaison 

GS-15/02 

132,352 

33,088 

OSEC 

Schedule C 

Protection Agent 

GS-13/06 

107, 505 

26,877 

SCP 

Career 

Protection Agent 

GS-13/07 

110, 578 

27,645 

SCP 

Career 

Protection Agent 

GS-13/08 

113, 650 

28,413 

SCP 

Career 

Protection Agent 

GS-13/08 

113, 650 

28,413 

SC? 

Career 

Protection Agent 

GS-13/04 

101,361 

25, 340 

SCP 

Career 

Law Enforcement 

Officer 

GS-12/01 

77,490 

19,373 

SCP 

Career 

Protection Agent 

GS-12/01 

77,490 

19,373 

SCP 

Career 

Protection Agent 

GS-11/05 

73,270 

18,318 

SCP 

Career 

Secretary 

GS-10/07 

70, 613 

17,653 

OSEC 

Career 

Secretary 

GS-11/09 

81,889 

20,472 

OSEC 

Career 

Project Specialist 

GS-09/01 

53,435 

13,359 

Reimb Adv 

Comm 

Schedule C 

Project Specialist 

GS-07/01 

43, 684 

10, 921 

Reimb Adv 

Comm 

Schedule C 







L3 


TITLE 

GRADE 

SALARY 

BENEFITS 

FUNDED BY 

APPOINTMENT 

Executive Assistant 

GS-13/01 

92 , 145 

23,036 

OSEC 

Schedule C 

Administrative 

Specialist 

GS-11/09 

81,889 

20,472 

OSEC 

Career 

Administrative 

Specialist 

GS-11/04 

71, 115 

17,779 

OSEC 

Career 

Confidential Assistant 

GS-ll/Ol 

64,650 

16, 163 

OSEC 

Schedule C 

Confidential Assistant 

GS-07/01 

43,684 

10, 921 

OSEC 

Schedule C 

Special Assistant 

GS-07/01 

43, 684 

10, 921 

Reimb . 

Adv Comm 

Schedule C 

Staff Assistant 



13, 359 

Reimb . 
Faith 

Based 

1 

Schedule C 
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UNDER SECRETARY FOR FARM AND FOREIGN AGRICULTURAL SERVICES 


Fiscal Year 2012 


TITLE 

GRADE 

SALARY 

1 

BENEFITS 

FUNDED BY 

APPOINTMENT 

Acting Under 
Secretary 

ES 

$165,300 

$41,325 

OSEC 

Non-Career 

Deputy Under 
Secretary 

ES 

152,250 

38, 062 

OSEC 

Non-Career 

Deputy Under 
Secretary 

ES 

147, 000 

36, 750 

OSEC 

Non-Career 

Special 

Assistant 

GS-15/04 

136, 134 

34,034 

FSA/FAS/ 

RMA 

Schedule C 

Special 

Assistant 

GS-13/02 

92,001 

23,000 

FSA/FAS/ 

RMA 

Schedule C 


UNDER SECRETARY FOR FARM AND FOREIGN AGRICULTURAL SERVICES 
Fiscal Year 2013 


TITLE 

GRADE 

SALARY 

BENEFITS 

FUNDED BY 

APPOINTMENT 

Under Secretary 

EX-III 

$165,300 

$41, 325 

OSEC 

Non-Career 

Deputy Under 
Secretary 

ES 

152,250 

38,062 

OSEC 

Non-Career 

Deputy Under 
Secretary 

ES 

147,000 

36,750 

OSEC 

Non-Career 

Chief of Staff 

ES 

140, 000 

35,000 

OSEC/FSA/ 
FAS /RMA 

Schedule C 

Senior Program 
Manager 

GS-15/04 

136, 134 

34, 034 

FSA/FAS/ 

RMA 

Schedule C 


UNDER SECRETARY FOR FARM AND FOREIGN AGRICULTURAL SERVICES 
Fiscal Year 2014 


TITLE 

GRADE 

SALARY 

BENEFITS 

FUNDED BY 

APPOINTMENT 

Under Secretary 

ES-III 

$165, 300 

$41,325 

OSEC 

Non-Career 

Deputy Under 
Secretary 

ES 

152,250 

38,062 

OSEC 

Non-Career 

Chief of Staff 

ES 

140, 000 

35,000 

OSEC/FSA/ 
FAS /RMA 

Non-Career 

Confidential 

Assistant 

GS-09/01 

52,146 

13,036 

FSA/FAS/ 

RMA 

Schedule C 
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UNDER SECRETARY FOR FARM AND FOREIGN AGRICULTURAL SERVICES 
Fiscal Year 2015 


TITLE 

GRADE 

SALARY 

BENEFITS 

FUNDED BY 

APPOINTMENT 

Under Secretary 

ES-III 

5165,300 

$41,325 

OSEC 

Non-Career 

Deputy Under 
Secretary 

ES 

153,773 

38,443 

OSEC 

Non-Career 

Chief of Staff 

GS-15/01 

126,245 

31,561 

FSA/FAS/ 

RMA 

Non-Career 

Confidential 

Assistant 

GS-11/01 

63, 722 

15, 931 

FSA/FAS/ 

RMA 

Schedule C 


UNDER SECRETARY FOR FARM AND FOREIGN AGRICULTURAL SERVICES 
Fiscal Year 2016 


TITLE 

GRADE 

SALARY 

BENEFITS 

FUNDED BY 

APPOINTMENT 

Under Secretary 

ES-III 

$165,300 

$41,325 

OSEC 

Non-Career 

Deputy Under 
Secretary 

ES 

155, 000 

38,750 

OSEC 

Non-Career 

Deputy Under 
Secretary 

ES 

153,773 

38,443 

OSEC/FSA/ 
FAS /RMA 

Non-Career 

Chief of Staff 

GS-15/02 

132, 352 

33,088 

FSA/FAS/ 

RMA 

Non-Career 







316 


UNDER SECRETARY FOR FOOD, NUTRITION AND CONSUMER SERVICES 
Fiscal Year 2012 

FUNDED 

TITLE GRADE SALARY BENEFITS BY APPOINTMENT 


Under Secretary 

EX-III 

$165,300 

$41,325 

OSEC 

PAS 

Deputy Under 
Secretary 

ES 

149,350 

37,338 

OSEC 

Non-Career 

Senior Advisor 

ES 

155, 000 

38,750 

OSEC 

Non-Career 

Executive 

Assistant 

GS-12/06 

87, 350 

21,838 

FNS 

Career 

Staff Assistant 

GS-11/05 

70,794 

17, 699 

FNS 

Career 

Legislative 

Assistant 

GS-07/02 

43, 616 

10, 904 

FNS 

Schedule C 


UNDER SECRETARY FOR FOOD, NUTRITION AND CONSUMER SERVICES 
Fiscal Year 2013 

FUNDED 

TITLE GRADE SALARY BENEFITS BY APPOINTMENT 


Under Secretary 

EX-III 

$165,300 

$41,325 

OSEC 

PAS 

Deputy Under 
Secretary 

ES 

149,350 

37,338 

OSEC 

Non-Career 

Senior Advisor 

GS-15/10 

155,500 

38,875 

OSEC 

Non-Career 

Senior Advisor 

ES 

140, 000 


FNS 

Non-Career 

Executive 

Assistant 

GS-12/07 

89, 846 

22, 462 

OSEC/FNS 

Career 

Staff Assistant 

GS-11/05 

70,794 

17,699 

OSEC/FNS 

Career 


UNDER SECRETARY FOR FOOD, NUTRITION AND CONSUMER SERVICES 
Fiscal Year 2014 

FUNDED 

TITLE GRADE SALARY BENEFITS BY APPOINTMENT 


Under Secretary 

EX-III 

$165, 300 

$41, 325 

OSEC 

PAS 

Deputy Under 
Secretary 

ES 

149,350 

37,338 

OSEC 


Senior Advisor 

ES 

157,100 

39,275 

FNS 

Non-Career 

Executive 

Assistant 

GS-12/07 

90,744 

22, 686 

OSEC/FNS 

Career 

Staff Assistant 

GS-11/06 

73, 607 

18,402 

OSEC/FNS 

Career 
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UNDER SECRETARY FOR FOOD, NUTRITION AND CONSUMER SERVICES 
Fiscal Year 2015 

FUNDED 

TITLE GRADE SALARlf BENEFITS BY APPOINTMENT 


Under Secretary 

EX-III 

$165,300 

$41, 325 

OSEC 

PAS 

Deputy Under 
Secretary 

ES 

158,700 

39, 675 

OSEC 

Non-Career 

Chief of Staff 

ES 

140,000 

35,000 

OSEC/FNS 

Non-Career 

Senior Advisor 

GS-15/10 

158,700 

39, 675 

FNS 

Non-Career 

White House 

Fellow 

GS-14/03 

114,480 

28,620 

OSEC 

Non-Career 

Executive 

Assistant 

GS-12/07 

91, 657 

22,914 

OSEC/FNS 

Career 

Staff Assistant 

GS-11/06 

73,343 

18,586 

OSEC/FNS 

Career 


UNDER SECRETARY FOR FOOD, NUTRITION AND CONSUMER SERVICES 
Fiscal Year 2016 

FUNDED 

















3 ] 


UNDER SECRETARY FOR FOOD SAFETY 
Fiscal Year 2012 

FUNDED 

lade salary benefits by 


Under Secretary 

EX-III 

$165,300 

$41,250 

OSEC 

Deputy Under 
Secretary 

ES 

145,000 

36,250 

OSEC 

Manager for 

CODEX 

Alimentarius 

ES 

177,833 

44, 458 

FSIS 

Chief of Staff 

GS-I5/04 

136,134 

34,034 

OSEC 

Food Safety 
Ombudsman 

GS-I4/03 

122,099 

30, 525 

OSEC 

Secretary 

GS~ll/09 

79,122 

19,781 

FSIS 

Secretary 

GS-11/09 

79,122 

19,781 

FSIS 


APPOINTMENT 

PAS 

Non-Career 


Career 

Schedule C 

Schedule C 


UNDER SECRETARY FOR FOOD SAFETY 
Fiscal Year 2013 

FUNDED 

lADE SALARY BENEFITS BY 


Under Secretary | EX-III 




SALARY 
$165,300 I 


$41, 325 OSEC 


36,250 OSEC 


APPOINTMENT 

I PAS 


Non-Career 
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UNDER SECRETARY FOR FOOD SAFETY 
Fiscal Year 2014 

FUNDED 

TITLE GRADE SALARY BENEFITS BY APPOINTMENT 


Acting Under 
Secretary 

ES 

$145,000 

$36,250 

OSEC 

Non-Career 

Secretary 

GS-11/10 

82, 019 

20, 505 

FSIS 

Career 

Secretary 

GS-11/10 

82,019 

20, 505 

FSIS 

Career 


UNDER SECRETARY FOR FOOD SAFETY 
Fiscal Year 2015 

FUNDED 

TITLE GRADE SALARY BENEFITS BY APPOINTMENT 


Deputy Under 
Secretary 

ES 

$181, 195 

$45,299 

OSEC 

Non-Career 

Deputy Under 
Secretary 

ES 

$146,450 

$36, 612 

OSEC 

Non-Career 

Chief of Staff 

GS-15/01 

126,245 

31,561 

OSEC 

Non-Career 

Secretary 

GS-11/10 

8.2,840 

20,710 

OSEC 

Career 


UNDER SECRETARY FOR FOOD SAFETY 
Fiscal Year 2016 

FUNDED 

TITLE GRADE SALARY BENEFITS BY APPOINTMENT 


Deputy Under 
Secretary 

ES 

$183, 551 

$45,888 

OSEC 

Non-Career 

Deputy Under 
Secretary 

ES 

$146, 450 

$36,612 

OSEC 

Non-Career 







320 


UNDER SECRETARY FOR NATURAL RESOURCES AND ENVIRONMENT 
Fiscal Year 2012 

FUNDED 

TITLE GRADE SALARY BENEFITS BY APPOINTMENT 


Under Secretary 

EX-III 

$165, 300 

$41, 325 

OSEC 

PAS 

Deputy Under 
Secretary 

ES 

145, 000 

36,250 

FS/NRCS 

Non-Career 

Deputy Under 
Secretary 

ES 

145,000 

36,250 

OSEC 

Non-Career 

Chief of Staff 

GS-15/04 

136, 134 

34,034 

OSEC 

Schedule C 

Special 

Assistant 

GS-14/Q4 

115,731 

28, 933 

FS/NRCS 

Schedule C 

Special 

Assistant 

GS-13/01 

89, 033 

22,258 

FS/NRCS 

Schedule C 

Staff Assistant 

GS-07/01 

42,209 

10,552 

FS/NRCS 

Schedule C 


UNDER SECRETARY FOR NATURAL RESOURCES AND ENVIRONMENT 
Fiscal Year 2013 

FUNDED 

TITLE GRADE SALARY BENEFITS BY APPOINTMENT 


Deputy Under 
Secretary 

ES 

$145, 000 

$36,250 

FS/NRCS 

Non-Career 

Deputy Under 
Secretary 

ES 

145,000 


OSEC 

Non-Career 

Chief of Staff 

GS“15/05 

140,259 

35,065 

OSEC 

Schedule C 

Senior Advisor 

GS-15/06 

144,385 

36, 096 

FS/NRCS 

Schedule C 

Special 

Assistant 

ES 

140,000 

35,000 

FS/NRCS 

Schedule C 

Special 

Assistant 

GS-13/02 

92, 001 

23, 000 

FS/NRCS 

Schedule C 

Staff Assistant 

GS-07/02 

43, 616 

10,904 

FS/NRCS 

Schedule C 




















321 


UNDER SECRETARY FOR NATUE^^L RESOURCES AND ENVIRONMENT 
Fiscal Year 2014 

FUNDED 

title grade SALARY BENEFITS BY APPOINTMENT 


Under Secretary 

EX-III 

$165,300 

$41,325 

OSEC 

PAS 

Deputy Under 
Secretary 

ES 

145,000 

36,250 

OSEC 

Non-Career 

Deputy Under 
Secretary 

ES 

145,000 

36,250 

OSEC 

Non-Career 

Chief of Staff 

ES 

140, 000 

34,034 

OSEC/FS/ 

NRCS 

Non-Career 

Senior Advisor 

GS-15/06 

145, 827 

36, 457 

FS/NRCS 

Schedule C 

Special 

Assistant 

GS-13/03 

95, 919 

23, 980 

FS/NRCS 

Schedule C 

Special 

Assistant 

GS-11/01 

63,091 

15, 773 

FS/NRCS 

Schedule C 


UNDER SECRETARY FOR NATURAL RESOURCES AND ENVIRONMENT 
Fiscal Year 2015 

FUNDED 

TITLE GRADE SALARY BENEFITS BY APPOINTMENT 


Under Secretary 

EX-III 

$165,300 



PAS 

Deputy Under 
Secretary 

ES 





Deputy Under 
Secretary 

ES 

146, 450 

36, 612 



Senior Advisor 

GS-15/05 

143, 079 


OSEC/FS/ 

NRCS 

Non-Career 

Chief of Staff 

GS-15/07 

151,496 



Schedule C 

Senior Advisor 

GS-14/01 

107, 325 

26,831 

FS/NRCS 

Schedule C 
























322 


UNDER SECRETARY FOR NATURAL RESOURCES AND ENVIRONMENT 
Fiscal Year 2016 

FUNDED 

TITLE GRADE SALARY BENEFITS BY APPOINTMENT 


Under Secretary 

EX-III 

$165,300 

$41,325 

OSEC 

PAS 

Deputy Under 
Secretary 

ES 

146, 450 

36, 612 

OSEC 

Non-Career 

Deputy Under 
Secretary 

ES 

146,450 

36, 612 

OSEC 

Non-Career 

Senior Advisor 

GS-15/05 

139, 112 

35,770 

FS/NRCS 

Non-Career 

Chief of Staff 

GS--15/07 

153,702 

38,426 

FS/NRCS 

Schedule C 

Senior Advisor 

GS-14/01 

108,887 

27,223 

FS/NRCS 

Schedule C 

Confidential 

Assistant 

GS-07/01 

43, 684 

10,921 

FS/NRCS 

Schedule C 




323 


UNDER SECRETARY FOR RESEARCH, EDUCATION AND ECONOMICS 
Fiscal Year 2012 

FUNDED 

TITLE GRADE SALARY BENEFITS BY APPOINTMENT 


Under Secretary 

EX-III 

$165,300 

$41, 625 

OSEC 

PAS 

Deputy Under 
Secretary 

ES 

179,700 

44,925 

OSEC 

Career 

Senior Advisor 

ES 

165, 300 

41,325 

ARS/NIFA/ 

ERS/NASS 

Non-Career 

Chief of Staff 

GS-15/01 

123,758 

30, 940 

OSEC 

Schedule C 

Confidential 

Assistant 

GS-12/01 

74,872 

18,718 

ARS/NIFA/ 

ERS/NASS 

Schedule C 


UNDER SECRETARY FOR RESEARCH, EDUCATION AND ECONOMICS 
Fiscal Year 2013 

FUNDED 

TITLE GRADE SALARY BENEFITS BY APPOINTMENT 


Under Secretary 

EX-III 

$165,300 

$41, 625 

OSEC 

PAS 

Deputy Under 
Secretary 

ES 

179,700 

44, 925 

OSEC 

Career 

Senior Advisor 

ES 

165, 300 

41, 325 

ARS/NIFA/ 

ERS/NASS 

Non-Career 

Supervisory 

Specialist 

ES 

165, 300 

41, 325 

OSEC 

Non-Career 

Chief of Staff 

ES 

140,000 

35, 000 

OSEC 

Schedule C 

Confidential 

Assistant 

GS-12/02 

77,368 

19, 342 

ARS/NIFA/ 

ERS/NASS 

Schedule C 

Office 

Automation 

Clerk 

GS-05/01 

34,075 

8, 519 

OSEC 

Pathways 

Program 















324 


UNDER SECRETARY FOR RESEARCH, EDUCATION AND ECONOMICS 
Fiscal Year 2014 

FUNDED 

TITLE GRADE SALARY BENEFITS BY APPOINTMENT 


Under Secretary 

EX-III 

$165,300 

$41, 625 

OSEC 

PAS 

Deputy Under 
Secretary 

ES 

181,500 

45,375 

OSEC 

Career 

Supervisor 

Natural 

Resources 

Specialist 

ES 

165,300 

41,325 

ARS/NIFA/ 

ERS/NASS 

Non-Career 

Chief of Staff 

ES 

140, 000 

35, 000 

OSEC/ARS/ 

NIFA/ERS/ 

NASS 

Schedule C 

Confidential 

Assistant 

GS-07/01 

42, 631 

10, 658 

OSEC 

Schedule C 

Confidential 

Assistant 

GS-05/02 

35,563 

8,891 

ARS/NIFA/ 

ERS/NASS 

Pathways 

Program 




325 


UNDER SECRETARY FOR RESEARCH, EDUCATION AND ECONOMICS 
Fiscal Year 2015 

FUNDED 

TITLE GRADE SALARY BENEFITS BY APPOINTMENT 


Under Secretary 

EX-III 

$165,300 

$41, 625 

OSEC 

PAS 

Deputy Under 
Secretary 

ES 

183,300 

45,825 

OSEC 

Career 

Chief of Staff 

ES 

141, 400 

35,350 

OSEC/ARS/ 

NIFA/ERS/ 

NASS 

Schedule C 

Confidential 

Assistant 

GS-07/02 

44,492 

11,123 

OSEC/ARS/ 

NIFA/ERS/ 

NASS 

Schedule C 

Program Analyst 

GS~13/0I 

90,823 

22,706 

OSEC 

Schedule C 

Program Analyst 

GS-13/01 

90,823 

22, 706 

OSEC 

Schedule C 

Supervisor 

Natural 

Resources 

Specialist 

ES 

167,700 

41, 925 

ARS/NIFA/ 

ERS/NASS 

Non-Career 

Science 

Coordinator 

GS-14/10 

139, 523 

34,881 

ARS/NIFA/ 

ERS/NASS 

Non-Career 

Senior Advisor 

GS-15/06 

139, 486 

34,872 

ARS/NIFA/ 

ERS/NASS 

Non-Career 

Program Analyst 

GS-12/01 

76,378 

19,095 

ARS/NIFA/ 

ERS/NASS 

Non-Career 

Science Program 
Analysis 

Officer 

GS-15/04 

138,871 

34,718 

ARS/NIFA/ 

ERS/NASS 

Non-Career 

Program Analyst 

GS-12/01 

76, 378 

19,095 

ARS/NIFA/ 

ERS/NASS 

Non-Career 

Administrative 

Office 

Assistant 

GS-OS/10 

61, 994 

15,499 

ARS/NIFA/ 

ERS/NASS 

Non-Career 





326 


UNDER SECRETARY FOR RESEARCH, EDUCATION AND ECONOMICS 
Fiscal Year 2016 

FUNDED 

title grade salary BENEFITS BY APPOINTMENT 


Under Secretary 

EX-III 

$165,300 

$41, 625 

OSEC 

PAS 

Deputy Under 
Secretary 

ES 

185,100 

46,275 

OSEC 

Career 

Chief of Staff 

ES 

141,400 

35, 350 

OSEC/ARS/ 

NIFA/ERS/ 

NASS 

Schedule C 

Confidential 

Assistant 

GS-09/01 

53,435 

13,359 

OSEC/ARS/ 

NIFA/ERS/ 

NASS 

Schedule C 

Program 

Analysis 

Officer 

GS-15/10 

160,300 

40, 075 

ARS/NIFA/ 

ERS/NASS 

Schedule C 

Program Analyst 

GS-13/01 

92,145 

23,036 

ARS/NIFA/ 

ERS/NASS 

Schedule C 

Program Analyst 

GS-13/01 

92,145 

23,036 

ARS/NIFA/ 

ERS/NASS 

Schedule C 

Supervisor 

Natural 

Resources 

Specialist 

ES 

172,010 

43,003 

ARS/NIFA/ 

ERS/NASS 

Non-Career 

Science 

Coordinator 

GS-14/10 

141,555 

35,389 

ARS/NIFA/ 

ERS/NASS 

Non-Career 

Senior Advisor 

GS-15/07 

145,276 

36,319 

ARS/NIFA/ 

ERS/NASS 

Non-Career 

Program Analyst 

GS-12/01 

77,490 

19, 373 

ARS/NIFA/ 

ERS/NASS 

Non-Career 

Science Program 
Analysis 

Officer 

GS-15/04 

140, 892 

35,223 

ARS/NIFA/ 

ERS/NASS 

Non-Career 

Program Analyst 

GS~12/01 

77,490 

19, 373 

ARS/NIFA/ 

ERS/NASS 

Non-Career 

Administrative 

Office 

Assistant 

GS-08/10 

62, 888 

15, 722 

ARS/NIFA/ 

ERS/NASS 

Non-Career 







327 


UNDER SECRETARY FOR RURAL DEVELOPMENT 
Fiscal Year 2012 


FUNDED 


TITLE GRADE SALARY BENEFITS BY APPOINTMENT 


Under Secretary 

EX-III 

$165,300 

$41, 625 

OSEC 

PAS 

Deputy Under 
Secretary 

ES 

152,250 

38,063 

OSEC 

Non-Career 

Deputy Under 
Secretary 

ES 

150,800 

37,700 

OSEC 

Non-Career 

Senior Advisor 

GS-15/10 

155,500 

38,875 

RD 

Schedule C 

Director, 
Legislative and 
Public Affairs 

GS-15/06 

144, 385 

36, 096 

RD 

Schedule C 

Chief of Staff 

GS-15/04 

136, 134 

34, 034 

RD 

Schedule C 

Special 

Assistant for 
Energy Program 

GS-13/03 

94, 969 

23,742 

RD 

Schedule C 




328 


UNDER SECRETARY FOR RURAL DEVELOPMENT 
Fiscal Year 2013 


FUNDED 


TITLE GRADE SALARY BENEFITS BY APPOINTMENT 


Administrator 

EX-IV 

$155,500 

$38,875 

RD 

Non-Career 

Deputy Under 
Secretary 

ES 

152, 250 

38,063 

OSEC 

Non-Career 

Deputy Under 
Secretary 

ES 

155,000 

38,750 

OSEC 

Non-Career 

Chief of Staff 

ES 

140,000 

35,000 

OSEC/RD 

Non-Career 

Senior Advisor 

GS-15/10 

155, 500 

38,875 

RD 

Schedule C 

Director 

GS-15/06 

144,385 

36,096 

RD 

Schedule -C 

National 

Coordinator 

GS-14/02 

108,717 

27,179 

RD 

Schedule C 

Special 

Assistant for 
Energy Program 

GS-13/04 

97,936 

24,484 

OSEC 

Schedule C 

Special 

Assistant 

GS-11/01 

62,46? 

15,617 

RD 

Schedule C 

Special 

Assistant 

GS-11/01 

62,467 

15, 617 

OSEC 

Schedule C 




329 


UNDER SECRETARY FOR RURAL DEVELOPMENT 
Fiscal Year 2014 


FUNDED 


title grade salary BENEFITS BY APPOINTMENT 


Deputy Under 
Secretary 

ES 

$152,250 

$38,063 

OSEC 

Non-Career 

Deputy Under 
Secretary 

ES 

155,000 

38,750 

OSEC 

Non-Career 

Senior Advisor 

GS-15/10 

157, 100 

39, 275 

RD 

Schedule C 

Chief of Staff 

ES 

140,000 

35, 000 

OSEC/RD 

Schedule C 

Director, 
Legislative and 
Public Affairs 

GS-15/06 

145, 827 

36,457 

RD 

Schedule C 

National 

Coordinator 

GS-14/02 

109, 804 

27,451 

RD 

Schedule C 

Special 

Assistant for 
Energy Program 

GS-13/04 

98, 916 

24,729 

RD 

Schedule C 

Special 

Assistant 

GS-11/02 

65, 194 

16,299 

OSEC 

Schedule C 

Special 

Assistant 

GS-11/01 

63, 091 

15,773 

RD 

Schedule C 




330 


UNDER SECRETARY FOR RURAL DEVELOPMENT 
Fiscal Year 2015 


FUNDED 


TITLE GRADE SALARY BENEFITS BY APPOINTMENT 


Under Secretary 

ES 

$165,350 

$41,338 

OSEC 

Non-Career 

Deputy Under 
Secretary for 
Operations and 
Management 

ES 

158,700 

39, 675 

RD 

Non-Career 

Administrator 

EX-IV 

155,500 

38,875 

RD 

Non-Career 

Senior Advisor 

ES 

158,700 

39, 675 

OSEC 

Schedule C 

Chief of Staff 

ES 

141,400 

35,350 

OSEC 

Schedule C 

Special 

Assistant 

ES 

158,700 

39, 675 

RD 

Schedule C 

Senior Advisor 

GS-15/10 

158,700 

39,675 

RD 

Schedule C 

Director, 
Legislative and 
Public Affairs 

GS-15/06 

147,288 

37,072 

RD 

Schedule C 

Senior Advisor 

GS-15/10 

158,700 

39,675 

RD 

Schedule C 

Senior Advisor 

GS-14/01 

107,325 

26, 831 

RD 

Schedule C 

Special 

Assistant for 
Energy Program 

GS~13/05 

102, 932 

25,733 

RD 

Schedule C 

Special 

Assistant 

GS-13/01 

90,823 

22,706 

RD 

Schedule C 



331 


UNDER SECRETARY FOR RURAL DEVELOPMENT 
Fiscal Year 2016 


FUNDED 


TITLE GRADE SALARY BENEFITS BY APPOINTMENT 


Under Secretary 

EX-III 

$165,300 

$41,338 

OSEC 

Non-Career 

Deputy Under 
Secretary for 
Operations and 
Management 

ES 

158,700 

39, 675 

OSEC 

Non-Career 

Administrator 

EX-IV 

155,500 

38,875 

RD 

Non-Career 

Senior Advisor 

ES 

158,700 

39, 675 

RD 

Schedule C 

Chief of Staff 

ES 

141, 400 

35,350 

RD 

Schedule C 

Special 

Assistant 

ES 

158,700 

39, 675 

OSEC 

Schedule C 

Senior Advisor 

GS-15/08 

187, 971 

39,493 

RD 

Schedule C 

Director, 
Legislative and 
Public Affairs 

GS-15/06 

149,432 

37, 358 

RD 

Schedule C 

Senior Advisor 

GS-15/10 

160,300 

40,075 

RD 

Schedule C 

Senior Advisor 

GS-14/01 

108,887 

27,222 

RD 

Schedule C 

Special 

Assistant for 
Energy Program 

GS-13/05 

104,433 

26, 108 

RD 

Schedule C 

Special 

Assistant 

GS~13/01 

92, 145 

23,036 

RD 

Schedule C 

Special Advisor 

GS-12/01 

77,490 

19,373 

OSEC 

Schedule C 




332 


UNDER SFXRETARY FOR MARKETING AND REGULATORY PROGRAMS 
Fiscal Year 2012 


FUNDED 


TITLE GRADE SALARY BENEFITS BY APPOINTMENT 


Under Secretary 

EX-III 

$165,300 

$41, 325 

OSEC 

PAS 

Deputy Under 
Secretary 

ES 

145,000 

36,250 

OSEC 

Non-Career 

Deputy Under 
Secretary 

ES 

145,000 

36,250 

OSEC 

Non-Career 

Program 

Specialist 

GS-14/05 

119,238 

29,810 

AMS/APHIS/ 

GIPSA 

Career 

Senior Advisor 

GS-14/01 

105,211 

26,303 

OSEC 

Schedule C 

Program 

Specialist 

GS-13/03 

94,969 

23,742 

AMS/APHIS/ 

GIPSA 

Career 

Confidential 

Assistant 

GS-13/02 

92,001 

23,000 

AMS/APHIS/ 

GIPSA 

Schedule C 

Program 

Specialist 

GS-ll/02 

64,548 

16, 137 

AMS/APHIS/ 

GIPSA 

Schedule C 

Staff 

Assistant 

GS-11/01 

62, 467 

15, 617 

AMS/APHIS/ 

GIPSA 

Career 

Program Asst . 

GS-4/1 

30, 456 

7, 614 

AMS/APHIS/ 

GIPSA 

Career 




333 


UNDER SECRETARY FOR MARKETING AND REGULATORY PROGRAMS 
Fiscal Year 2013 


FUNDED 

TITLE GRADE SALARY BENEFITS BY APPOINTMENT 


Under Secretary 

EX- III 

$165,300 

$41,325 

OSEC 

PAS 

Deputy Under 
Secretary 

ES 

145,000 

36, 250 

OSEC 

Non-Career 

Chief of Staff 

ES 

140,000 

35, 000 

OSEC/AMS/ 

APHIS/ 

GIPSA 

Schedule C 

Program 

Specialist 

GS-14/05 

119,238 

29,810 

AMS 

Career 

Program 

Specialist 

GS-13/04 

97,936 

24,484 

AMS/APHIS/ 

GIPSA 

Career 

Staff 

Assistant 

GS-11/02 

64,548 

16, 137 

AMS/APHIS/ 

GIPSA 

Career 




334 


UNDER SECRETARY FOR MARKETING AND REGULATORY PROGRAMS 
Fiscal Year 2014 


FUNDED 

TITLE GRADE SALARY BENEFITS BY APPOINTMENT 


Under Secretary 

EX-III 

$165,300 

$41,325 

OSEC 

PAS 

Deputy Secretary 

ES 

145, 000 

36,250 

OSEC 

Non-Career 

Deputy Under 
Secretary 

ES 

145,000 

36,250 

OSEC/AMS/ 

APHIS/ 

GIPSA 

Non-Career 

Chief of Staff 

ES 

140, 000 

35, 000 

OSEC 

Schedule C 

Senior Advisor 

GS-14/04 

116,887 

29,222 

AMS/APHIS/ 

GIPSA 

Schedule C 

Program 

Specialist 

GS-14/06 

134, 878 

33,720 

AMS/APHIS/ 

GIPSA 

Schedule C 

Program 

Specialist 

GS-13/04 

98,916 

24,729 

OSEC 

AMS/APHIS/ 

GIPSA 

Career 

Staff 

Assistant 

GS-11/02 

65,194 

16,299 

AMS/APHIS/ 

GIPSA 

Schedule C 

Confidential 

Assistant 

GS-09/02 

53,884 

13, 471 

AMS/APHIS/ 

GIPSA 

Schedule C 




335 


UNDER SECRETARY FOR MARKETING AND REGULATORY PROGRAMS 
Fiscal Year 2015 


FUNDED 


TITLE GRADE SALARY BENEFITS BY APPOINTMENT 


Under Secretary 

EX-III 

$165,300 

$41,325 

OSEC 

PAS 

Deputy Secretary 

ES 

146, 450 

36, 613 

OSEC 

Non-Career 

Deputy Under 
Secretary 

ES 

146,450 

36, 613 

OSEC 

Non-Career 

Chief of Staff 

GS-13/01 

$90, 823 

$22,706 

OSEC 

Non-Career 

Program 

Specialist 

GS-13/05 

102,932 

25,733 

AMS/APHIS/ 

GIPSA 

Career 

Staff 

Assistant 

GS-11/03 

67,971 

16, 993 

AMS/APHIS/ 

GIPSA 

Schedule C 

Confidential 

Assistant 

GS~11/01 

63,722 

15,931 

AMS/APHIS/ 

GIPSA 

Schedule C 


UNDER SECRETARY FOR MARKETING AND REGULATORY PROGRAMS 
Fiscal Year 2016 


FUNDED 

TITLE GRADE SALARY BENEFITS BY APPOINTMENT 


Under Secretary 

EX-III 

$165,300 

$41,325 

OSEC 

PAS 

Deputy Secretary 

ES 




Non-Career 

Deputy Under 
Secretary 

ES 





Chief of Staff 

GS-13/01 



OSEC/AMS/ 

APHIS/ 

GIPSA 


Program 

Specialist 

GS-13/05 

104,433 

26. 108 

AMS/APHIS/ 

GIPSA 

Career 

Staff 

Assistant 

GS-11/03 

68, 960 

17,240 

AMS/APHIS/ 

GIPSA 

Schedule C 


GS-09/01 

63,722 

13, 359 

AMS/APHIS/ 

GIPSA 

Schedule C 














336 


ASSISTANT SECRETARY FOR ADMINISTRATION 


Fiscal Year 2012 


TTTT,F. 

GRADE 

SAT.ARY 

RF.NEETTS 

FUNDED BY 

APPOINTMENT 

Acting Assistant 
Secretary 

ES 

$179,700 

$26,277 

OSEC 

Career 

Deputy Assistant 
Secretary 

ES 

179, 700 

44,925 

OSEC 

Career 

Associate 

Assistant 

Secretary 

ES 

179,700 

44,925 

SCP 

Career 

Deputy Assistant 
Secretary 

ES 

155, 000 

38,750 

OSEC 

Non-Career 

Special Assistant 

ES 

133, 900 

33,475 

SCP 

Non-Career 

Special Assistant 

GS-15/0? 

136, 483 

34,121 

Forest 

Service 

Schedule C 

Chief of Staff 

GS-15/04 

136,134 

34,034 

DM Staff 
Offices 

Schedule C 

Horticulturist 

GS-14/09 

133,264 

33,316 

SCP 

Career 

Program Analyst 

GS~14/01 

105,211 

26, 303 

SCP 

Schedule C 

Special Asst. 

GS-13/01 

89, 033 

22,258 

SCP 

Schedule C 

Management Analyst 

GS-12/01 

74,872 

18,718 

SCP 

Career 

Secretary 

GS-11/08 

77,040 

19,260 

SCP 

Career 

Equal Employment 
Specialist 

GS-11/01 

59, 987 

14,997 

Forest 

Service 

Schedule C 

Management Analyst 

GS-11/01 

62,467 

15, 617 

DM Staff 
Offices 

Schedule C 

Confidential Asst. 

GS-11/01 

62,467 

15, 617 

DM Staff 
Offices 

Schedule C 

Equal Employment 
Specialist 

GS-09/10 

64,450 

16, 113 

Forest 

Service 

Schedule C 

Executive 

Assistant 

GS-09/01 

51, 630 

12, 908 

OSEC 

Career 

Management Analyst 

GS-09/01 

51, 630 

12, 907 

SCP 

Schedule C 

Staff Assistant 

GS-05/01 

34, 075 

8, 519 

SCP 

Schedule C 

Staff Assistant 

GS-05/01 

34, 075 

8,519 

Forest 

Service 

Schedule C 









337 


ASSISTANT SECRETARY FOR ADMINISTRATION 
Fiscal Year 2013 


SALARY BENEFITS 


FUNDED 

BY 


APPOINTMENT 


Acting Assistant 
Secretary 


$179,700 


$26,277 


OSEC/WCF/ 

SCP 


Deputy Assistant 
Secretary 


179,700 


44, 925 


OSEC/WCF/ 

SCP 


Deputy Assistant 
Secretary 


155,000 


38,750 


Non-Career 


Deputy Chief of 
Staff 


35,000 


OSEC/WCF/ 

SCP 


Non-Career 


Special Assistant 


GS-15/07 


136, 483 


34,121 


Forest 

Service 


Schedule C 


Senior Advisor 


GS-15/05 


$140,259 


35,065 


Schedule C 


Senior Advisor 


GS-15/04 


136,134 


34, 034 


Schedule C 


Management Analyst 


GS-12/02 


77,368 


19, 342 


Executive 

Assistant 


GS-11/01 


62,467 


15,617 


OSEC/WCF/ 

SCP 


Secretary 


GS-11/08 


77,040 


19,260 


Career 


Confidential Asst. 


GS-13/01 


89, 033 


OSEC/WCF/ 

SCP 


Schedule C 


Staff Assistant 


GS-05/01 


3, 519 


Schedule C 


Staff Assistant 


GS-05/01 


34,075 


8,519 OSEC/WCF/ 


Schedule C 










338 


ASSISTANT SECRETARY FOR ADMINISTRATION 
Fiscal Year 2014 


FUNDED 

TITLE GRADE SALARY BENEFITS BY APPOINTMENT 


Assistant 

Secretary 

ES 

5181,500 

$45,375 

OSEC/WCF/ 

SCP 

Career 

Deputy Assistant 
Secretary 

ES 

181,500 

45, 375 

OSEC/WCF/ 

SCP 

Career 

Deputy Assistant 
Secretary 

ES 

155,000 

44,925 

OSEC 

Non-Career 

Chief of Staff 

ES 

140,000 

40, 625 

OSEC/WCF/ 

SCP 

Non-Career 

Senior Advisor 

GS~15/05 

141, 660 

35, 415 

SCP 

Schedule C 

Senior Advisor 

GS-15/05 

141, 660 

35,415 

SCP 

Schedule C 

Management Analyst 

GS-12/03 

80, 662 

20, 166 

SCP 

Career 

Special Assistant 

GS-13/02 

92, 922 

23,231 

OSEC 

Schedule C 

Executive 

Assistant 

GS-11/02 

65, 194 

16,299 

OHSEC 

Career 

Management Analyst 

GS-13/03 


23, 980 

OSEC/WCF/ 

SCP 

Schedule C 

Secretary 

GS-11/09 


19, 979 

SCP 

Career 

Secretary 

GS-11/04 

69,400 

17, 350 

OSEC 

Career 








339 


ASSISTANT SECRETARY FOR ADMINISTRATION 
Fiscal Year 2015 


FUNDED 

title grade SALARY BENEFITS BY APPOINTMENT 


1 

Assistant 

Secretary 

EX-IV 

$183,300 

$45,825 

OSEC/WCF/ 

SCP 

Career 

Special Assistant 
Secretary 

GS-15/10 

158,700 

39,675 

OSEC/WCF/ 

SCP 

Career 

Deputy Assistant 
Secretary 

ES 

156,550 

39, 138 

OSEC/WCF/ 

SCP 

Non-Career 

Chief of Staff 

ES 

155,000 

38,750 

OSEC/WCF/ 

SCP 

Schedule C 

Senior Advisor 

GS-15/05 

143,079 

35, 770 

SCP 

Schedule C 

Senior Advisor 

GS-15/06 

147,288 

36, 882 

SCP 

Schedule C 

Human Resources 
Specialist 

GS-13/01 

90, 823 

22,706 

OSEC 

Schedule C 

Management Analyst 

GS-12/04 

84,017 

21,004 

SCP 

Career 

Management Analyst 

GS-13/04 

99, 905 

24, 976 

OSEC/WCF/ 

SCP 

Schedule C 

Secretary 

GS-11/09 

80,716 

20, 179 

SCP 

Career 

Administrative 

Specialist 

GS-11/04 

70, 095 

17,524 

OSEC/WCF/ 

SCP 

Career 







340 


ASSISTANT SECRETARY FOR ADMINISTRATION 
Fiscal Year 2016 


FUNDED 

TITLE GRADE SALARY BENEFITS BY APPOINTMENT 


Assistant 

Secretary 

EX-IV 

$185,100 

$46,275 

OSEC/WCF/ 

SCP 

Career 

Special Assistant 
Secretary 

GS-15/10 

160,300 

40, 075 

OSEC/WCF/ 

SCP 

Career 

Deputy Assistant 
Secretary 

ES 

156, 550 

39, 138 

OSEC/WCF/ 

SCP 

Non-Career 

Chief of Staff 

ES 

155,000 

38,750 

OSEC/WCF/ 

SCP 

Schedule C 

Senior Advisor 

GS-15/06 

149, 432 

36,882 

SCP 

Schedule C 

Management Analyst 

GS-12/04 

85,238 

21,310 

SCP 

Career 

Management Analyst 

GS-13/04 

101361 

25,340 

OSEC/WCF/ 

SCP 

Schedule C 

Administrative 

Specialist 

GS~12/01 

77,490 

19,373 

OSEC/WCF/ 

SCP 

Career 

Administrative 
Support Specialist 

GS-05/01 

35,365 

8,816 

OSEC/WCF/ 

SCP 

Career 




ASSISTANT SECRETARY FOR CIVIL RIGHTS 
Fiscal Year 2012 


FUNDED 

SALARY BENEFITS BY APPOINTMENT 


Schedule C 


Assistant 

Secretary 

EX-IV 

$155,500 

$38,875 

OSEC 

Senior Advisor 

GS-14/01 

105,211 

26, 303 

OSEC 

Administrative 

Specialist 

GS-12/10 

97,333 

24,333 

Civil 

Rights 

Executive 

Assistant 

GS-12/08 

92,341 

23,085 

Civil 

Rights 

Compliance 

Analysis 

Specialist 

GS-09/02 

53,350 

13,338 

Civil 

Rights 


Schedule C 


ASSISTANT SECRETARY FOR CIVIL RIGHTS 
Fiscal Year 2013 


FUNDED 

SALARY BENEFITS BY APPOINTMENT 


Assistant 

Secretary 

EX-IV 

$155,500 

$38,875 

OSEC 


Deputy Assistant 
Secretary 

ES 

145,000 

36,250 

OSEC 

Schedule C 

Administrative 

Specialist 

GS-12/10 

97, 333 

24,333 

OSEC 

Career 


ASSISTANT SECRETARY FOR CIVIL RIGHTS 
Fiscal Year 2014 


TITLE 


Assistant 

Secretary 


GRADE 


EX-IV 


SALARY BENEFITS 


$155,500 


APPOINTMENT 




Deputy Assistant ES 
Secretary 

Special Assistant GS-12/03 















342 


ASSISTANT SECRETARY FOR CIVIL RIGHTS 
Fiscal Year 2015 


FUNDED 

title grade SALARY BENEFITS BY APPOINTMENT 


Assistant 

Secretary 

EX-IV 

S155,500 

$38,875 

OSEC 

PAS 

Deputy Assistant 
Secretary 

ES 

160,000 

40, 000 

OSEC 

Schedule C 

Senior Advisor 

GS-14/02 

110, 902 

27,726 

Civil 

Rights 

Schedule C 

Special Assistant 

GS-13/01 

90,823 

22,706 

OSEC 

Schedule C 


ASSISTANT SECRETARY FOR CIVIL RIGHTS 
Fiscal Year 2016 


FUNDED 

TITLE GRADE SALARY BENEFITS BY APPOINTMENT 


Assistant 

Secretary 

EX-IV 

$155,500 

$38,875 

OSEC 

PAS 

Deputy Assistant 
Secretary 

ES 

160, 000 

40,000 

OSEC 

Schedule C 

Senior Advisor 

GS~14/02 

112,517 

28, 129 

Civil 

Rights 

Schedule C 

Special Assistant 

GS~13/01 

92, 145 

23, 036 

OSEC 

Schedule C 




343 


ASSISTANT SECRETARY FOR CONGRESSIONAL RELATIONS 
Fiscal Year 2012 

FUNDED 


TITLE GRADE SALARY BENEFITS BY APPOINTMENT 


Assistant 

Secretary 

EX-IV 

$155,500 

$38,875 

OSEC 

PAS 

Deputy Assistant 
Secretary 

ES 

149,350 

37,338 

OSEC 

Non-Career 

Senior Advisor 

ES 

165,300 

41,325 

RD 

Career 

Director, 

Intergovernmental 

Affairs 

GS-15/06 

144,385 

36, 096 

OSEC 

Schedule C 

Confidential 

Assistant 

GS-13/05 

100, 904 

25,226 

OSEC 

Schedule C 

Special Assistant 

GS-13/01 

89,033 

22,258 

OSEC 

Schedule C 

Confidential 

Assistant 

GS-13/01 

89, 033 

22,258 

OSEC 

Schedule C 

Special Assistant 

GS-12/06 

87,350 

21, 838 

OSEC 

Career 

Secretary 

GS-12/04 

82,359 

20, 590 

OSEC 

Career 

Staff Assistant 

GS-11/07 

74,958 

18,740 

OSEC 

Schedule C 

Special Assistant 

GS-ll/07 

74,958 

18,740 

OSEC 

Career 

Staff Assistant 

GS~09/01 

51, 630 

12, 908 

OSEC 

Schedule C 
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ASSISTANT SECRETARY FOR CONGRESSIONAL RELATIONS 
Fiscal Year 2013 

FUNDED 


TITLE GRADE SALARY BENEFITS BY APPOINTMENT 


Assistant 

Secretary 

EX-IV 

$179,700 

$44,925 

OSEC 

PAS 

Deputy Assistant 
Secretary 

ES 

149,350 

37,338 

OSEC 

Non-Career 

Senior Advisor 

ES 

165,300 

41, 325 

RD 

Career 

Director, 

Intergovernmental 

Affairs 

GS-15/07 

148,510 

37, 128 

OSEC 

Schedule C 

Deputy Director 

GS-15/5 

$140,259 

35,065 

OSEC 

Schedule C 

Confidential 

Assistant 

GS-14/01 

105,211 

26,303 

OSEC 

Schedule C 

Special Assistant 

GS-12/06 

87,350 

21,838 

OSEC 

Career 

Secretary 

GS-12/04 

82,359 

20, 590 

OSEC 

Career 

Special Assistant 

GS-11/07 

74, 958 

18,740 

OSEC 

Career 

Staff Assistant 

GS-11/01 

62,467 

15, 617 

OSEC 

Schedule C 

Staff Assistant 

GS-09/01 

51, 630 

12, 908 

OSEC 

Schedule C 

Staff Assistant 

GS-09/01 

51, 630 

12, 908 

OSEC 

Schedule C 

Transportation 

Assistant 

WG-08/06 

53, 534 

13, 384 

OSEC 

Career 
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ASSISTANT SECRETARY FOR CONGRESSIONAL RELATIONS 
Fiscal Year 2014 

FUNDED 


TITLE GRADE SALARY BENEFITS BY APPOINTMENT 


Assistant 

Secretary 

EX-IV 

$155,500 

$38,875 

OSEC 

PAS 

Deputy Assistant 
Secretary 

ES 

149,350 

37, 338 

OSEC 

Non-Career 

Director, 

Intergovernmental 

Affairs 

GS-15/07 

144,385 

37,498 

OSEC 

Schedule C 

Deputy Director 

GS-15/05 

141, 660 

35,415 

OSEC 

Schedule C 

Administrative 

Specialist 

GS-12/01 

75, 621 

18,905 

OSEC 

Schedule C 

Confidential 

Assistant 

GS-12/01 

75, 621 

18,906 

OSEC 

Schedule C 

Confidential 

Assistant 

GS-11/02 

65, 194 

16,299 

OSEC 

Schedule C 

Secretary 

GS-12/05 

85,703 

21,426 

OSEC 

Career 

Legislative 

Analyst 

GS-09/01 

52,146 

13,037 

OSEC 

Schedule C 

Staff Assistant 

GS-09/02 

53, 884 

13, 471 

OSEC 

Schedule C 

Transportation 

Assistant 

GS“08/06 

55, 082 

13,771 

OSEC 

Career 

Confidential 

Assistant 

GS-07/03 

45, 473 

11, 368 

OSEC 

Schedule C 
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ASSISTANT SECRETARY FOR CONGRESSIONAL RELATIONS 
Fiscal Year 2015 

FUNDED 


title GRADE SALARY BENEFITS BY APPOINTMENT 


Assistant 

Secretary 

EX-IV 

$155,500 

$38,875 

OSEC 

PAS 

Deputy Director 

GS-15/05 

143, 079 

35,770 

OSEC 

Schedule C 

Legislative 

Director 

GS-14/01 

107,325 

26,831 

OSEC 

Schedule C 

Administrative 

Specialist 

GS-12/02 

78,924 

19, 731 

OSEC 

Career 

Confidential 

Assistant 

GS-13/01 

90,823 

22,706 

OSEC 

Schedule C 

Confidential 

Assistant 

GS-11/03 

67, 971 

16, 993 

OSEC 

Schedule C 

Special Assistant 

GS-12/05 

86,564 

21, 641 

OSEC 

Career 

Legislative 

Analyst 

GS-09/02 

54,423 

13, 606 

OSEC 

Schedule C 

Legislative 

Analyst 

GS-ll/Ol 

63,722 

15, 931 

OSEC 

Schedule C 

Staff Assistant 

GS-12/01 

76,378 

19, 095 

OSEC 

Schedule C 

Transportation 

Assistant 

GS-08/07 

57,224 

14,306 

OSEC 

Career 

Confidential 

Assistant 

GS-07/04 

47,361 

11, 840 

OSEC 

Schedule C 
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ASSISTANT SECRETARY FOR CONGRESSIONAL RELATIONS 
Fiscal Year 2016 

FUNDED 


title grade salary BENEFITS BY APPOINTMENT 


Assistant 

Secretary 

EX-IV 

$155,500 

$38, 875 

OSEC 

PAS 

Deputy Assistant 
Secretary 

ES 

135,000 

33,750 

OSEC 

Schedule C 

Director 

Intergovernmental 

Affairs 

GS-15/06 

149,432 

37,358 

OSEC 

Schedule C 

Senior 

Legislative 

Analyst 

GS-14/04 

119,776 

29, 944 

OSEC 

Schedule C 

Administrative 

Specialist 

GS-12/03 

82, 656 

20, 664 

OSEC 

Career 

Senior 

Legislative 

Analyst 

GS-13/02 

95,217 

23, 804 

OSEC 

Schedule C 

Staff Assistant 

GS-12/01 

77,490 

19, 373 

OSEC 

Schedule C 

Special Assistant 

GS~12/06 

90, 404 

22,601 

OSEC 

Career 

Legislative 

Analyst 

GS-11/01 

64,650 

16, 163 

OSEC 

Schedule C 

Legislative 

Analyst 

GS-09/02 

55,215 

13,804 

OSEC 

Schedule C 

Legislative 

Analyst 

GS~09/01 

53,435 

13,359 

OSEC 

Schedule C 

Legislative 

Analyst 

GS-09/01 

53, 435 

13, 359 

OSEC 

Schedule C 

Transportation 

Assistant 

GS“08/07 

58,051 

14,513 

OSEC 

Career 

Confidential 

Assistant 

GS-07/04 

48, 053 

12, 013 

OSEC 

Schedule C 
















OFFICE OF TRIBAL RELATIONS 
Fiscal Year 2012 


SALARY 


FUNDED 
BENEFITS BY 


APPOINTMENT 


Senior Advisor 
for Tribal 
Issues 


$145,000 $36,250 OTR 


Non-Career 


Director, 
Tribal 
Relations 


GS-15/04 


136, 134 


34,034 


Schedule C 


Program 

Specialist 


GS-13/04 


21,820 


OTR/FS 


Management 

Analyst 


GS-11/01 


62,467 


15, 617 


OFFICE OF TRIBAL RELATIONS 
Fiscal Year 2013 

FUNDED 


title grade SALARY BENEFITS BY APPOINTMENT 


Director, 

Tribal 

Relations 

ES 

$155,000 

$38,750 

OTR 

Non-Career 

Program 

Specialist 

GS-13/04 

90, 005 

21,820 

OTR/FS 

Career 

Management 

Analyst 

GS-11/02 

64,548 

16, 137 

OTR 

Career 


OFFICE OF TRIBAL RELATIONS 
Fiscal Year 2014 


FUNDED 


TITLE 

GRADE 

SALARY 

BENEFITS BY APPOINTMENT 

Director, 

Tribal 

Relations 

ES 

$155, 000 

$38,750 

OTR 

Non-Career 

Management 

Analyst 

G3-12/01 

75, 621 

18,905 

OTR 

Career 

Staff Assistant 

GS-05/1 

34,415 

8, 604 

OTR 

Career 





off: 


ICE OF TRIBAL RELATIONS 
Fiscal Year 2015 


FUNDED 

title GEIADE SALARY BENEFITS BY 


Director, 

Tribal 

Relations 

ES 

$156,550 

$39, 138 

OTR 

Staff Assistant 

GS-07/05 

48,796 

12,199 

OTR 

Staff Assistant 

GS-07/01 

43, 057 

8,980 

SCP 


APPOINTMENT 

TlJorv-Car^er 


Career 


Career 


OFFICE OF TRIBAL RELATIONS 
Fiscal Year 2016 


FUNDED 


title GRADE SALARY BENEFITS BY APPOINTMENT 


Director, 

Tribal 

Relations 

ES 

$156,550 

$39, 138 

OTR 

Non-Career 

Senior Advisor 

GS~14/05 

123>406 

30, 852 

SCP 

Non-Career 
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ADVISORY COMMITTEES 

Mr. Aderholt. For the record, please provide a list of all advisory 
committees, panels, task forces, and commissions that are funded in FY 2012 
through 2016. Indicate those that are mandated by law and those that are 
discretionary as well as the funding level of each. Also, list each advisory 
committee, panel, task force and commission that you propose to operate in FY 
2017 and the proposed budget for each. 

Response. Information on all advisory committees, panels, task forces, 
and commissions that were funded in fiscal years 2012 through 2016 follow. 
Operations for fiscal year 2017 will be considered after final Congressional 
action. The information is provided for the record. 

[The information follows:] 



on Maternal, Infant, and Fetal Nutrition S — 42 U.S.C 1786 $75,000 $75,000 $/5,000 $B0,0C0 $80,000 
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Mr. Aderholt: Please provide the name and firm of any outside counsel hired 
by the Department in FY 2013, FY 2014, 2015, and 2016 to date the total 
amount paid for their services, and the reason they were hired. 

Response: The information is provided for the record. 

[The information follows:] 
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Mr. Aderholt: Please provide a table that shows, by fiscal year and 
agency, the staff year reductions that occurred in fiscal years 2015 and 
2016. 


Response: The information is provided for the record. Note that in 

total, staff years are estimated to increase in FY 2016 above the FY 2015 
level. This is partly due to Farm Bill implementation efforts. Some of the 
increase reflects financial management services provided by USDA to other 
Federal agencies on a cost-reimbursable basis and for emergency preparedness 
and response activities. Even with the estimated increase in overall USDA 
staffing between 2015 and 2016, total Department staffing would remain about 
7 percent below 2010 levels, while the Department has delivered record levels 
of service. 

[The information follows:] 
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UNITED STATE DEPARTMENT OF AGRICULTURE 
FYs 2015-2016 Staff Tear Changes 


Agency 

FARM AND FOREIGN AGRICULTURAL SERVICES 

Farm Service Agency 

Risk Management Agency - 

Foreign Agricultural Service 

RURAL DEVELOPMENT 

Rural Development 

FOOD, NUTRITION, AND CONSUMER SERVICES 

Food and Nutrition Service 

NATURAL RESOURCES AND ENVIRONMENT 

Natural Resources Conservation Service 

Forest Service 

FOOD SAFETY 

Food Safety and Inspection Service 

MARKETING AND REGULATORY PROGRAMS 

Animal and Plant Health Inspection Service 

Agricultural Marketing Service 

Grain Inspection, Packers and Stockyards Administration.... 
RESEARCH, EDUCATION, AND ECONOMICS 

Agricultural Research Service 

National Institute of Food and Agriculture. 

Economic Research Service 

National Agricultural Statistics Service 

DEPARTMENTAL ACTIVITIES 

Office of the Secretary..... 

Office of Homeland Security and Emergency Coordination..... 

Office of Advocacy and Outreach 

Departmental Ad.minis tration 

Agriculture Buildings and Facilities and Rental Payments. 

Hazardous Materials Management 

Office of Communications 

Office of the Chief Economist 

National Appeals Division 

Office of Budget and Program Analysis 

Office of Chief Information Officer 

Office of Chief Financial Officer 

Office of the General Counsel 

Office of Civil Rights 

Office of Inspector General 

Total, USDA Federal Staffing 

FSA, Non-Federal Staffing 

Total, USDA Staffing 


Change 2016 
2015 2016 Estimate from 

Actual Estimate 2015 Actual 


3,930 

4,142 

212 

43B 

462 

24 ■ 

905 

1,060 

175 

4,759 

5,026 

267 

1, 457 

1, 704 

247 

10,190 

11, 657 

1,4 67 

32,194 

32,194 

0 

9,036 

9,036 

0 

7,233 

6,033 

800 

2,557 

2,855 

298 

656 

663 


6,636 

6, 652 

16 

371 

390 

19 

342 

365 

23 

982 

982 

0 

99 

105 

6 

59 

62 

3 

39 

45 

6 

333 

404 

71 

37 

92 

5 

5 

7 

2 

73 

81 

8 

48 

54 

6 

78 

87 

9 

41 

52 

11 

996 

1,156 

160 

1,429 

1, 701 

272 

266 

303 

37 

129 

134 

5 

503 

531 

28 

85,971 

90,055 ’’ 

4,184 

8,394 

8,331 

-63 

94,265 

98,386 

4,121 
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CODEX ALIMENTARIQS ACTIVITIES 

Mr. Aderholt: Please provide total expenditures on Codex 
Aliraentarius activities for fiscal years 2010 through the amount 
requested in the President's fiscal year 2017 request. Please provide 
a breakout by Agency and a grand total for each year. 

Response: The information is provided for the record. 

[The information follows:] 


DSOA Funding for Codax Alimentarius 
(Dollars in Thousands) 


Agency 

FT 2(110 

FT 2011 

FY 2012 

n 2013 

n 2014 

rf 2015 

2016 

2017 

President's 


Actual 

Actual 

Actual 

Actual 

Actual 

Actual 

Enacted 

Budget 

FSIS 

$3,752 

$3,783 

$3,719 

$3,517 

$3,722 

$3,634 

$3,651 

$3,672 

AMS 

267 

210 

122 

121 

133 

57 

78 

78 

FAS 

457 

454 

364 

657 

660 

1,438 

1,453 

1,465 

GIPSA 

11 

18 

15 

8 

10 

7 

10 

10 

Total, CODEX Alinentarius. ... 

$4,487 

$4,465 

$4,220 

$4,303 

$4,522 

$5,136 

$5,189 

$5,225 


CCC SECTION 11 

Please provide for the record a detailed listing of the CCC Section 11 
(Cooperation with Other Federal Government Agencies) transfers and 
reimbursements reflected for fiscal years 2012 through 2015. 

Response: The information is provided for the record. 


SECTION 11 CCC REIMBURSABLE AGREEMENTS AND ACTIVITIES 

AGENCY 

DESCRIPTION OF AGREEMENT 

FY 

2012 

FY 

2013 

FY 

2014 

FY 

2015 



$ (000) 

FAS 

To provide information resource 
management services required to 
support CCC programs. 

18,400 

17,462 

17,075 

17,289 

FAS 

To support Non-CCC related 
information technology 
activities 

5,000 

4,745 

4, 640 

4,403 

FAS 

Provide FFAS with FAS-contracted 
remote sensing imagery 

1, 500 

1,424 

1, 392 

4, 635 

FAS/FSA 

Quality Samples Program 

0 

220 

219 

219 

OGC 

To provide legal services to CCC 
in the operation of its programs 
and activities. 

350 

285 

325 

324 

FSA 

Biomass Crop Assistance Program 

0 

0 

510 

0 
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SECTION 11 CCC REIMBURSABLE AGREEMENTS AND ACTIVITIES 

AGENCY 

DESCRIPTION OF AGREEMENT 

FY 

2012 

FY 

2013 

FY 

2014 

FY 

2015 

NASS 

Price data for programs 
authorized in 2008 and 2014 Farm 
Bills 

2,500 

2,373 

2,320 

2,318 

NASS 

To provide FSA with county 
estimates on selected row crops, 
small grains, oilseeds, and 
processed vegetables. 

100 

95 

93 

93 

NASS 

To conduct a weekly survey of 
farmer stock peanut prices by 
variety. 

200 

190 

186 

185 

DOI 

To provide contractor support to 
maintain the General Sales 

Manager Export Credit Guarantee 
system and Data Mart. 

1, 050 

996 

925 

924 

DOE 

To provide technical support in 
the areas of hazardous waste 
assessments in former CCC/USDA 
sites for operations and 
maintenance . 

4,350 

3, 995 

4,120 

4,079 

FSA 

To provide technical support in 
the areas of hazardous waste 
assessments in former CCC/USDA 
sites for operations and 
maintenance. 

300 

0 

0 

0 

MO Dept 
of 

Natural 

Res . 

Technical support in the areas 
of hazardous waste assessments 
in former CCC/USDA sites for 
operations and maintenance. 

20 

19 

19 

19 

KS Dept 
of Health 

Technical support in the areas 
of hazardous waste assessments 
in former CCC/USDA sites for 
operations and maintenance. 

0 

0 

60 

56 

NE Dept . 
of 

Environ . 
Quality 

Technical support in the areas 
of hazardous waste assessments 
in former CCC/USDA sites for 
operations and maintenance. 

30 

19 

19 

19 

AMS/GIPSA 

Perform inspections (production 
site, port, or vessel) and 
commodity testing 

250 

47 

0 

0 

AMS 

To provide CCC all cotton 
classification information from 
the AMS regional classification 
offices . 

400 

380 

371 

371 

AMS 

To perform re-inspection on CCC 
inventory of non-fat dry milk 
and salmonella testing 

5 

0 

0 

0 

AMS 

Peanut Compliance Program 

750 

655 

640 

675 

Total Reimbursable Agreements 

35,205 

32, 905 

32, 914 

35, 609 
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SECTION 11 CCC REIMBURSABLE AGREEMENTS AND ACTIVITIES 

AGENCY 

DESCRIPTION OF AGREEMENT 

FY 

2012 

FY 

2013 

FY 

2014 

FY 

2015 

FSA 

Loan Service Charges and other 
Administrative Reirnbursements 

6,083 

4,081 

2,784 

2,781 







INTERNATIONAL FOOD ASSSISTANCE OPERATIONS 

GIPSA 

To provide sampling and testing 
funds paid to the GIPSA for 
costs associated with sampling 
and testing Corn-Soy Blend 
(CSB) . 

2,500 

1,424 

1, 392 

649 

OGC 

To conduct activities in support 
of International Food Assistance 
Programs . 

100 

114 

111 

93 

FAS 

To conduct activities in support 
of International Food Assistance 
Programs . 

120 

95 

93 

111 

FSA 

To conduct activities in support 
of International Food Assistance 
Programs , 

9,559 

9,263 

8,613 

6,581 

Total , International Food Assistance 
Operations 

12,279 

10,896 

10, 209 

7,434 

GRAND TOTAL 

53,567 

47,882 

45, 907 

45,824 
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Provide an estimate for fiscal years 2016 and 2017, 

Response: The information is provided for the record. S{000) 


AGENCY 

DESCRIPTION 

FY 2016 Est 

FY 2017 Est 

FAS 

CCC Data Services contracts 

17,574 

18,856 

FAS 

Non-CCC IRM 

4,427 

4,750 

FAS 

Remote Sensing Imagery 

4,930 

5, 450 

FASXFSA 

Quality Samples Program 

188 

203 

NASS 

Price data for programs 
authorized in 2008 and 2014 Farm 

Bills 

2, 330 

2,500 

NASS 

County Loan rate differentials 

93 

100 

NASS 

Weekly Peanut Prices by variety 

186 

200 

DOE 

Hazardous Waste Remediation 

4,091 

4,390 

MODNR 

Hazardous Waste Remediation 

19 

20 

NDEQ 

Hazardous Waste Remediation 

28 

30 

KSDH 

Hazardous Waste Remediation 

56 

60 

AMS 

Cotton electronic class card data 

373 

400 

AMS 

Peanut Compliance Program 

713 

803 

OGC 

CCC Legal Assistance 

326 

450 

Total Reimbursable Agreements 

35,335 

38,212 

Transfers 


FSA 

Loan Service Charges and other 
Administrative Reimbursements 

2,796 

3,000 



Title II Operations 


AGENCY 

DESCRIPTION 

FY 2016 Est 

FY 2017 Est 

GIPSA 

Sampling and Testing 

1,118 

1,200 

FAS 

Support of Title II 

112 

120 

OGC 

Support of Title II 

93 

100 

FSA 

Support of Title II (WDC, KCCO 
Staff, and IT Support) 

7,038 

6, 580 

Total Title II Operations 

8, 412 

8,000 

Total Reimbursable Agreements/Section 11 
Activities 

46,541 

49,212 


Mr. Aderholt: What activities are not being funded through CCC Section 
11 that, under current law, would fall within that funding authority? How 
are these activities being funded? 

Response: There are no requests for funding under Section 11 authority 
that are not currently being funded by Section 11. The funding cap for 
Section 11 is $56.1 million. Funding currently requested totals $49.9 
million prior to sequester. 
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Mr. Aderholt: Describe your 2015 and 2016 activities and costs for 
Common Computing Environment in each of the respective agencies and in OCIO 
if applicable. 

Response: OCIO initiated an Optimized Computing Environment (OCE) 

investment to update and refresh the Common Computing Environment. This 
initiative is focused on updating the current technology and re-architecting 
the current environment to optimize operations. 

In FY 2015 and FY 2016 the OCE investment budget was approved for $29 million 
for each fiscal year. A table showing the breakdown of the $29 million from 
each of the Service Center Agencies will be provided for the record. 

[The information follows:] 


OCE Investment 
(Dollars in Millions) 



FY 2015 

FY 2016 

RD 

$4,350 

$4,350 

FSA 

13,050 

13.050 

NRCS 

11.537 

11.537 

Totals 

28.937 

28.937 


UNAUTHORIZED APPROPRIATIONS 

Mr. Aderholt: Provide for the record a list of any unauthorized 
appropriations included in the fiscal year 2017 budget request. How many 
requests are there in the budget that exceeds the authorized amount for the 
program? Which programs? 

Response: The information is provided for the record- 


[The information follows:] 
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Appropriations Not Authorized by Law and Kzpiring Authorizations 

IDol lars in Thousandsi 

Appropriations in 2037 

Last Year of Authorization last year of Appropriations 
Agency/ Program Authorization level authorir.at.ior. request 

Programs not currently authorized by lau or expiring on or before September 30, 2G16. 

Rural Housing Service: 

Multl-raiTuly Housing Revitalization Program. 9/30/2016 $22,000 $22,000 219,362 

Rural Utilities Service: 

Broadband Teleconsnunications Grants 9/30/2016 1Q,3?2 10,372 39,492 

Food and Nutrition Serviec: 

KTC ram'.ors Karlnet Nutrition Program 9/30/2016 Such sums 18,348 1 6,549 

State Administrative Expensoa 9/30/2016 Such suras 270, e”S 279,058 

Summer Food Service Program 9/30/2016 Such sums 555,729 629,484 

Access to Local Food; Farm to School Program 9/30/2016 Such sums 3,297 4,169 

School Meals Program - Compliance and 

Accountability S/3C/2016 10,000 10,000 10,000 

WIC - Infrastructure, Management Informatior. 

Systems, 

Special Nutrition Education 9/30/2016 139,000 294,000 94,000 

Special Supplemental Nutrition Program for 

Women, Infants 9/30/2016 Such sums 6,350,000 6,350,000 

and Children 

Note: List does not include expiring programs for which no funding is requested in the 2017 President’s Budget. 


USDA Nutrition Education 

Mr. Aderholt: Please provide a table listing the discretionary and 
mandatory resources spent for nutrition education by the Department for 
fiscal years 2011 through 2016 estimated as well as the requested amount for 
2017. List each agency amount separately, and include a Department-wide 
total for each year. 

Response; The information is provided for the record. 

[The information follows:] 


USIA Kutiitioa Education 
Ciscr^OMty Haodatoty ^J^ds 
Fiscal Years 2011 • 2017 
(tiollars in ITtousandsI 


flaency 

2011 Actual 

2012 Actual 

2013 Actual 

2014 Actual 

2015 Actual 

2016 Sstiirate 

2017 Budget 

r,:sc 


DISC 

TSOQ 

DISC 


DISC 

KANO 

DISC 

KAKD 

DISC 

MAKD 

DLSf 

HAND 

agricultural Research Service 

5S63 

3 

S563 

C 


0 


0 

IIIQ 

m 


■I 



Food and Nutrition Service 

735,614 

8396,460 

652,236 

§443,751 

674,669 

§238,332 

696,261 

§443.045 

683,484 

5420,079 

684,372 

§449,024 

708,594 

§467, 111 

National institute of Food and Agriculture 

124,311 

m 


■1 


C 


0 


0 


0 


0 

Total, mSM Nutrition Sducatioo 

860,488 

396,460 

744,538 

443,751 

787,491 

338,332 

794,362 

443,045 

780,394 

420,079 

781,939 

449,021 

806,479 

467,111 
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Mr. Aderholt: USDA began impleiaenting the Financial Management 
Modernization Initiative (FMMI) in October 2009. Provide the Committee with 
the total amount spent on FMMI by year from its fiscal year 2010 to fiscal 
year 2015. In addition, please provide a cost estimate to transition the 
remaining agencies to FMMI by fiscal year starting in fiscal year 2012. 
Lastly, provide a breakout of operations and maintenance costs for FMMI from 
FY 2013 to estimates for FY 2016 and FY 2017. 


Response: Total spending on FMMI from fiscal year 2010 to fiscal year 
2015 is as follows. Information is provided for the record. 

[The information follows:] 

Financial Management Modernization Initiative 
(Dollars in Thousands) 


Fiscal Year 

Operating Costs 

Capital 

Investments 

2010 

$61,791 

$29, 931 

2011 

64,755 

23, 078 

2012 

63, 303 

29, 950 

2013 

■ 64,991 

6, 681 

2014 

62, 608 

5, 950 

2015 

64,679 

17, 657 

2016 (est.) 

65, 420 

5,350 

2017 (est.) 

62,858 

15, 200 


The costs of transitioning remaining agencies to FMMI were $7,470,000 in FY 
2012 and $3,340,000 in FY 2013. Transition was completed in FY 2013. 

It is worth noting the changes in capital spending over the 2015-2017 period. 
We are in the midst of migrating applications to the cloud, and this accounts 
for the increase in capital funding in 2015. Not all investments could be 
completed in accordance with our timetable, and this accounts for the drop in 
funding in 2016. In 2017 we are anticipating making investments in enhanced 
reporting capability that will improve the quality of financial management. 

There is also an increase in operating expenses in 2015 and 2016, followed by 
a drop in estimated expenses in 2017. This reflects the need to run 
mainframe and hosting services in parallel until we can complete our 
conversion. 


FOOD AND AGRICULTURE DEFENSE 

Mr. Aderholt: What types of activities is the Department engaged in to 
prevent or minimize the chances of an attack on the food supply? Please 
provide a detailed breakout of costs per Agency for food defense activities 
from FY 2010 to estimated FY 2016 and planned amounts in the FY 2017 
President's Budget. 

Response: The information is provided for the record. 


[The information follows:] 
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(Please note that the FY 2017 total reflects a reduction of $113,701 million 
due to the completion of funding for the Biocontainment Laboratory in Athens, 
Georgia in the FY 2016 Appropriations) 

UNITED STATES DEPARTMENT OF AGRICULTURE 
ETf 2017 Food and Agriculture Defense Initiative 
(Dollars in Millions) 

2017 




2010 

20tl 

2012 

2013 

2014 

2015 

2016 Pi 

esideni's 


AireiK-v 

Artnal 

Aetiul 

Artlial 

Amini 

Arhinl 

-Actual 

Enacted 

Budget 

Food Defense: 










Surveiii.ma; and Monitoring 

.... FSIS 

S3 .215 

S3.215 

$0,753 

$0,753 

$0,840 

$0,300 

$0,840 

SO 840 

Food Emet^ncy Response Network (FERN)... 

FSIS 

11.350 

7.254 

3.900 

3.900 

3.900 

3.900 

3.900 

3.900 

Implement dc Electronic Labotalorv Etcfange Network 










(cLEXNET) in Laboialories 

FSIS 

1.5*7 

1.587 

0.400 

0.400 

0 400 

0 400 

0 400 

0.40Q 

FSIS Enhanced Inspections (hired an additional IQ in^ctors) .... 

. FSIS 

2.469 

2.494 

Z519 

2.543 

1.54 1 

1.662 

!.722 

1.744 

Physical Security 

. FSIS 

0J4* 

0.248 

0.060 

0 048 

0.004 

0,005 

0.050 

O.ICH) 

Technical Assistance to Soies/Local 

. FSIS 

2.19* 

2.198 

1.961 

1.961 

1.3.54 

1 261 

1.286 

1.30.3 

OfPee of Foed Security and Emergency Preparedness 

FSIS 

2-269 

2.292 

2.315 

1.764 

1.555 

1 843 

1.880 

1.904 

Select AgorQ and Toxins 

Awns 


0.000 

4.783 

4.415 

5.633 

5.633 

5.633 

6.652 

Animal Disease Tmecabiiity 

... APHIS 


0.000 

8 235 

14.362 

14300 

12 497 

14,300 

14.363 

Plan! Heahh Safegiiarding/Pest Detection 

.. APHIS 


0.000 

27.500 

25.155 

27.446 

26.446 

27.446 

27.636 

National Animal Health Lahoratory Nenvork 

..APHIS 


0.000 

6.742 

6.223 

6.704 

6.703 

11.703 

S.734 











Subtotal. Food Defense 


42.467 

32.430 

69.189 

70.915 

73.666 

70.639 

79.144 

77.560 

Agricuitute Defense; 










Athens, GA. Bwcontainment Lab/Consoliebted Pouhry 










Research Facility 

.. ARS 

0.(K)0 

0.000 

oooo 

0.000 

0000 

45.000 

113 701 

0.000 

Research 

.... ARS 

26976 

23 944 

23.949 

22.179 

24.259 

25.259 

26.266 

36.266 

National Plant Disease Recovery System 

... ARS 

1.753 

1.752 

1-752 

1.605 

1.619 

1,613 

1.613 

1.613 

Regional Diagnostic Network 

NtFA 

9.830 

5 988 

5 988 

5.525 

6.680 

6.700 

6.700 

10,000 

Naliaml VetsriiB/y Stockpile 

...APHIS 

3.757 

3.750 

2-750 

2-596 

3 722 

3.122 

3,973 

5,723 

Subtotal, Agriculture Defense - 


143.399 

131.077 

34.439 

31.905 

36,280 

81,694 

152.253 

53.602 



189.96.4 

163.507 

103.627 

102.820 

109.946 




RECAP: 










Food Salkty and Inapcetion Service (FSIS) 


32.028 

22.411 

11.908 

11.369 

9.594 

9,37! 

10 078 

1U.I9I 

Agricultuiai Research Serviw (ARS) 


39.170 

35.71.5 

35.72! 

33.175 

35,867 

8186! 

151.564 

47.863 

NaliMBl InsUluu sfFood and Agriculture (KIFA) 


9.830 

5.988 

3 988 

5525 

6.680 

6,700 

6,700 

10,000 

Animal and Plant Hsallh Inspcelion Service (APHIS) 


104.837 

99.393 

50.010 

52.751 

57 805 

54.401 

63,055 

63.108 


Total, Food and Agrieultun 0«f«nie Initiative l»S.»6$ 1IO.S07 103.627 1 02.0 20 IW.» 46 li2J33 m.397 131.162 
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Mr. Aderholt: For the record, provide a table, by agency/office, 
showing Washington, D.C. headquarters personnel broken out between GS and SES 

for FY2012 to FY2016. 

Response: The information is provided for the record. 

[The information follows:] 

Washington, DC 
Headquarters Employees 
By Agency 


2012 2013 2014 2015 2016 

Agency Actual Actual Actual Actual Estimate 

Farm Service Agency 


SES 

8 

11 

13 

12 

10 

GS 

1,111 

1,147 

1,159 

1,129 

1,116 

Risk Management Agency 

SES 

4 

3 

3 

5 

5 

GS 

62 

66 

64 

67 

79 

Foreign Agricultural Service 

SES 

17 

32 

32 

23 

23 

GS 

580 

496 

406 

403 

410 

Rural Development 

SES 

20 

15 

14 

18 

18 

GS 

1,538 

1,591 

1,365 

1,504 

1,686 

Food and Nutrition Service 

SES 

9 

9 

7 

9 

9 

GS 

516 

501 

517 

569 

656 

Food Safety and Inspection Service 

SES 

18 

20 

20 

20 

20 

GS 

683 

646 

621 

609 

611 

Natural Resources Conservation Service 

SES 

20 

23 

20 

20 

20 

GS 

376 

370 

348 

437 

708 

Animal and Plant Health Inspection Service 

SES 

25 

27 

29 

31 

31 

GS 

1,153 

1,078 

1,107 

1,105 

1,144 

Agricultural Marketing Service 

SES 

11 

9 

11 

11 

11 


533 

463 

481 

599 

427 
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Washington, DC 
Headquarters Employees 
By Agency 


bssiisi 

Grain Inspection, Packers and Stockyards Administration 

SES 

GS 

Agricultural Research Service 

SES 

GS 

National Institute of Food and Agriculture 

SES 

GS 

Economic Research Service 

SES 

GS 

Departmental Administration 

SES 

GS 

Homeland Security Staff 

SES 

GS 

National Appeals Division 

SES 

GS 

National Agricultural Statistics Service 

SES 

GS 

Office of Budget and Program Analysis 

SES 

GS 

Office of the General Counsel 

SES 

GS 

Office of the Ethics 

SES 

GS 

Office of the Inspector General 

SES 

GS 

Office of Civil Rights 

SES 

GS 

Office of Advocacy and Outreach 

SES 

GS 


2012 

Actual 

2013 

Actual 

2014 

Actual 

2015 

Actual 

2016 

Estimate 

3 

3 

3 

3 

3 

76 

66 

62 

66 

77 

14 

14 

11 

12 

12 

476 

513 

508 

557 

548 

8 

8 

8 

8 

8 

385 

367 

353 

345 

385 

6 

6 

6 

6 

6 

366 

342 

334 

335 

356 

7 

6 

6 

6 

6 

247 

237 

233 

184 

203 

2 

2 

0 

0 

1 

53 

55 

62 

62 

62 

1 

1 

1 

1 

1 

24 

24 

23 

20 

24 

10 

10 

10 

10 

10 

413 

339 

386 

385 

385 

5 

5 

5 

5 

5 

42 

42 

40 

36 

47 

11 

13 

13 

13 

15 

132 

120 

124 

126 

131 


1 

1 

1 

1 


24 

25 

17 

21 

10 

9 

8 

8 

9 

99 

89 

91 

87 

101 

2 

2 

2 

2 

2 

121 

103 

134 

117 

12.2 

1 

1 

1 

1 

1 

27 

24 

25 

22 

22 



389 


Washington, DC 
Headquarters Employees 
By Agency 



2012 

2013 

2014 

2015 

2016 

Agency 

Actual 

Actual 

Actual 

Actual 

Estimate 

Office of Coiniaunications 






SE3 


2 

2 

2 

2 

GS 

......... 57 

51 

53 

53 

52 

Office of the Chief Economist 






SES 

......... 5 

5 

4 

5 

5 

GS 

43 

43 

44 

43 

49 

Office of the Chief Financial Officer 






SES 

......... 2 

2 

2 

2 

3 

GS 

41 

38 

40 

40 

40 

Office of the Chief Information Officer 






SES 


7 

7 

7 

7 

GS 

76 

88 

88 

34 

109 

Office of the Secretary 






SES 

39 

40 

38 

38 

40 

GS 

75 

56 

58 

76 

65 

Total, USDA 






SES 

266 

266 

277 

279 

284 

GS 

9,307 

8,979 

8,751 

9,077 

9,638 
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Mr. Aderholt: Please provide the Comniittee with a full breakdown of 
charges and expenses in the Department's Working Capital Fund and Greenbook 
charges by Agency for fiscal years 2010 through 2016. 

Response: Revenue by agency for Working Capital Fund activities for 
fiscal years 2009 through 2016 is as follows. Information is provided for 
the record. 

[The information follows:] 


Working Capital Fund 
(Dollars in Millions) 


Agency 

FY 

2010 

FY 

2011 

FY 

2012 

FY 

2013 

FY 

2014 

FY 

2015 

FY 
2016 
(est. ) 

Agricultural Marketing 
Service 

10.3 

10.7 

11.1 

11.8 

12.9 

^m 

m 

Agricultural Research 
Service 

13,5 

14.9 


■1 

13.5 

mm 

mm 

Animal & Plant Health 

Insp. Svc 

19,3 

18.5 


19.2 

17.9 

imi 

mm 

Departmental 

Administration 

14.3 

22.7 

11.9 

■fH 

15.9 

■ 

■ 

Econo.mic Research Service 

0.7 

0.8 

1.2 

1.3 

1,1 

1.2 

0.8 

Farm Service Agency 

167.6 

122.2 


170 

150.7 

138.7 


Food and Nutrition 

Service 

4 

4.3 

m 

m 

13.9 

12.5 

^mm 

Food Safety Insp. Svc. 

20.8 

19.7 

17.8 

18.4 

20 

19.9 


Foreign Agricultural 
Service 

10.1 

9.4 

22.4 

14 . 1 

11.7 

7.9 

m 

Forest Service 

88.1 

95.2 

97.3 

99.2 

95.8 

98.2 

104 . 6 

Grain Insp., Packers & 
Stockyards Admin. 

2 

2 

mu 

■1 

■n 

m 

1.6 

National Appeals Div. 

0.6 

0.7 

0.8 

0.7 

0.05 

0.5 

0.7 

Natl. Agri. Statistical 
Service 

3.4 

3.7 



3.1 

mm 

■ 

Natl. Institute of Food & 
Agriculture 

2.1 

2.2 

1.4 

Mu 

2.3 

HH 


Natural Resources 
Conservation Svc. 

124.2 

117.8 

127.4 

145.2 

137.6 

■m 

mi 

Office of Budget i Prog. 
Analysis 

0.2 

0.2 

m 

0.4 

0 . 4 

0.4 

mmQ 

Office of Advocacy & 
Outreach 


0.4 

0.5 

0.6 

0.5 

0.6 

mm 

Office of Chief Economist 

0,3 

0.3 

0.3 

0.4 

0.4 

0.4 
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392 


QSDA Nutrition Education 

Mr. Aderholt: Please provide a breakout of which agencies 
absorb the pay increase and which ones are asking for additional 
appropriations . 

Response: The information is provided for the record. 

[The information follows:] 

SUKHARY OF USDA PAY COSTS FY 2017 
(Dollar* in Thousand*} 


Office of 
Office of 
Office of 
Office of 
Office of 
Office of 
National 


the Secretary 

Commuriica tions 

Inspector General... 
the General Counsel. 

Ethics 

the Chief Economist. 

Appeals Division 


Ag. Buildings & Facilities...., 
Hazardous Materials Management. 


Departmental Management: 

Departmental Administration... 

Office of Civil Rights 

Office of the Chief Financial Officer.. 
Office of the Chief Information Officer 

Office of Homeland Security. 

Office of Advocacy and Outreach Direct. 
Office of Advocacy and Outreach 2501... 
Office of Budget S Program Analysis.... 
Subtotal, DM 


Natural Resources Conservation Service. 


Rural Development (Direct Approp. - S&E) 

Farm Service Agency: 

federal 

Non-Federal 

Subtotal, FSA 

Risk Management Agency..,. 

Foreign Agricultural Service 


Pay 

2017 PB Costs 

Pay Absorbed 

Costs within 


2016 

2017 

Total 

Request 

Programs 

$45 

$172 

$217 

5217 

0 

23 

89 

112 

112 

0 

239 

931 

1,170 

1,170 

0 

119 

508 

627 

627 

0 

11 

so 

61 

61 

0 

29 

111 

140 

140 

0 

34 

130 

164 

164 

0 

37 

139 

176 

176 

0 

3 

12 

15 

15 

0 


56 

216 

272 

272 

0 

57 

215 

272 

272 

0 

18 

73 

91 

91 

0 

60 

319 

379 

379 

0 

4 

12 

16 

16 

0 

2 

9 

11 

n 

0 

27 

106 

133 

133 

0 

224 

9S0 

1,174 

1,174 

0 

1.733 

6,285 

8,018 

8,018 

0 

1,572 

5,913 

7,485 

7,485 

0 

1,392 

5,282 

6,674 

6,674 

0 

1,835 

6,916 

8,751 

3,751 

0 

3.22? 

12,198 

15,425 

15,425 

0 

137 

784 

921 

921 

0 

387 

1, 498 

1,885 

1,885 

0 
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SUMMARY OS USDA PAY COSTS FY 2017 
(Dollars in Thousands) 


2017 1 
Pay 


Costs 

Absorbed 






Costs 

within 


2016 

2017 

Total 

Request 

Programs 





6, 174 

-1, 071 

Agricultural Marketing Service - 

150 

560 

710 

710 

0 

Grain Inspection, Packers and Stockyards Administration.... 

99 

336 

425 

425 

0 

Food and Nutrition Service: 

Child Nutrition Programs - Appropriation 

106 

406 

512 

512 

0 

Child Nutrition Programs - Perm. Appropriation 

15 

55 

70 

0 

-70 





2,649 

1,955 





84 

0 

^T.„ 




6 

0 


. . 403 

1,517 

2,920 

2,558 

-362 





5,909 

1, 523 

Agricultural Research Service 

2,095 

9,109 

11,203 

11,203 

0 




















2.614 

9,513 

12,127 

12,127 

0 

Total, FY 2017 USDA Pay Costa 


$59,971 

$76,552 

$77,309 

$757 
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Mr. Aderholt: Please provide for the record a summary of total bonus 
and award resources (total number of awards /bonuses and dollar amount) for 
every position type (i.e., SES, SL/ST, GS, etc.) in each appropriation 
account for USDA for fiscal years 2014 through 2016. Provide a separate 
breakout for excepted positions. Do not exclude any type of bonus or 
award payment {e.g., include all types of monetary payments, including 
incentives, individual and group awards, bonuses, performance awards, 
Presidential Rank Awards, etc.}. 

Response: The information is provided for the record. 

[The informsation follows:] 



Agency/Appropriation Account 


395 



Expel 
Expel 
Expe I 



Agency /Appr opr i a t ion 


396 



Expenses 2014 32 S284 4,846 54,947 19 552 4,897 55,284 
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In addition to the sumroary level data, provide the Subcommittee with 
an electronic file (excel format) containing the data requested above on an 
individual basis without personally identifiable information. Lastly, for 
each appropriation account, provide the Subcommittee with the total number 
of promotions, within-grade increases or promotion equivalents under FSIS's 
Public Health Human Resources System (PHHRS) for fiscal years 2010 through 
2016. 

Response: An electronic file (excel format) has been provided to the 

Subcommittee. The information on the total number of promotions and 
within-grade increases or promotion equivalents under FSIS's Public Health 
Human Resources System for fiscal years 2010 through 2016 is provided for 
the record. 

[The information follows:] 



Total Number of Promotions and Vfitliin-Grade Increases 


398 



lAnxmal and Plan Health Inspectxon Service: 




Aarxcultural Research Service: 


399 



National Appeals Division: 



400 
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Food Safety 

Mr. Aderholt: (a) How many meat and poultry slaughter and 

processing inspectors were funded in FY 2015 and FY 2016? (b) How many 

will be funded under the President's budget request? Please specify 
figures by number of inspectors and FTE, including a breakout by permanent 
and non-permanent positions. 

Response: FSIS inspection program personnel provide inspection at 
about 6,400 meat, poultry, and egg processing establishments around the 
country. FSIS funded 7,536 inspectors and 246 other then permanent (OTP) 
FTEs in FY 2015, and approximately 7,536 permanent positions and 246 OTPs 
in FY 2016. FSIS anticipates funding 7,536 permanent positions and 
approximately 250 OTPs in FY 2017. 

Mr. Aderholt: Please provide the number of frontline and non- 
frontline FTE in FY 2015 and estimated for FY 2016. 

Response: The information is provided for the record. 

[The information follows:] 



Frontline FTEs 

Non Frontline FTEs 

FY 2015 

8, 016 

1,020 

FY 2016 

8,016 

1,020 


Mr. Aderholt: What is the retention rate for the meat and poultry 
inspection workforce and how does it compare to historic trends? What is 
USDA doing to ensure that there is a qualified inspection workforce for 
the future? 

Response: The retention rate of in-piant inspection personnel in 
2015 was 77 percent. Attrition rates are monitored so that trends can be 
incorporated into recruitment plans. USDA is taking the following measures 
to ensure that there is a qualified inspection workforce for the future: 

• Offering multiple year recruitment incentives to new hires in hard- 
to-fill or shortage locations. 

• Offering relocation incentives to qualified personnel. 

• Offering Creditable Service for Annual Leave Accrual to new hires in 
hard-to-fill or shortage locations. 

• Using Superior Qualifications, GS positions, to set the rate of 
basic pay above the minimum level. 

• Offering payment of travel and transportation expenses to first post 
of duty for new hires in hard-to-fill or shortage locations, 

• Offering performance awards for front-line inspectors. 

• Offering a retention incentive for select employees who would be 
likely to leave Federal service in lieu of the incentive. 

• Offering dual waiver compensation for reemployed annuitants. 

• Targeting more colleges and diverse groups for potential qualified 
employees . 
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• Developing a Student Loan Repayment Program for new hires and 

personnel in hard-to-fill occupations. Implementation to occur in 

2016 . 

Mr. Aderholt: Please provide the Committee with the total costs for 
the Public Health Information System, in each year from FY 2010 to FY 2016 
and estimated for FY 2017. 

Response: The below table illustrates the full cost associated with 
PHIS since FY 2007. 

[The information follows:] 


FY 

DME + P&Mhv 

Cost of FTE 

Total 

FY 2007 - FY 2011 

$37,298,555 

$?, S86, 113 

$45, 184, 668 

FY 2012 

$6,569,231 

$825,249 

$7,394, 480 

FY 2013 

$6,730,000 

$859,797 

S7, 589, 797 

FY 2014 

$6,559, 992 

$1,729, 948 

$8,289, 940 

FY 2015 Actual 

$7,544,985 

$1,783, 374 

$9, 328,359 

FY 2016 est. 

$8,081, 935 

$2,326, 140 

$10, 408,075 

FY 2017 est. 

$8, 975,144 

$2, 635, 512 

$11, 610, 656 

GiraEid Total $99 , 805 ,975 


DME - Development, Modernization and Enhancement 
O&M “ Operation and Maintenance 


Marketing and Regulatory Programs 

Mr. Aderholt: Please provide for the Committee a complete list of 
all fiscal years 2010 through 2016 transfers from the CCC for the arrest 
and eradication of plant and animal pests and diseases, and those that 
have been requested, but not yet approved. For ail transfers, note the 
amounts spent to date. 

Response: The information is provided for the record. Obligations 
may occur in multiple years as balances were available from prior year CCC 
transfers . 


[The information follows:] 
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Office of General Counsel 

Mr. Aderholt: Please describe the litigation at USDA for fiscal 
years 2014 through 2016. Include a sumraary of the cases, estimated 
costs and number of staff assigned to each case. 

Response; Overall, our records reflect that OGC handled over 
25,000 matters between 2014-2016, including over 208 cases we consider 
significant because of the associated monetary value over $5 million or 
potential to impact USDA' s program operations. We do not currently 
have the ability to provide estimates of our litigation costs. For the 
vast majority of cases, one attorney has primary responsibility for the 
individual case. However, more than one attorney may be assigned to 
complex cases, such as class action litigation. All attorneys mianage 
significant litigation and/or counseling workloads. 

Mr. Aderholt: Please provide a full status of civil rights cases 
by USDA agency for fiscal years 2012 to 2016. Provide the number of 
cases filed, the aggregate data showing the resolution of cases to 
include the number of cases won by the plaintiff and the number of cases 
settled by USDA or the federal government, and the amount of funds paid 
by the U.S. govern.ment to settle the cases. Also, please provide the 
latest data on unsettled cases filed against USDA, its respective 
agencies or individuals in their official capacity. 

Response: From USDA' s Office of General Counsel is a list of the 

43 civil rights cases {employment and program) filed in Federal courts 
around the country. The Office of Assistant Secretary for Civil Rights 
provides information about administrative civil rights complaints 
against USDA. The information is provided for the record. 

[The information follows:] 


Civil Rights cases filed in Federal Courts 
(as of February 11, 2016) 


» s » or 0 

De8CC3.pbion 

•'%FOCTBll 

. Client Agency 

I 

Adams, Stephen, et al. 

U.S. Court of 
Federal Claims 

Forest Service 
(and U.S. 
Government -wide) 

S 266,000 for 6 
Plaintiffs (S) 

Alguard, Wendy 

Washington-E. D. 

Agricultural 

Marketing 

Service 

No/Pending 

Allen, Iris, et al. 

U.S. Court of 
Federal Claims 

Forest Service 
(and U.S. 
Government-ivide ) 

$ 88,000 for 61 
plaintiffs; 

$187,000 in 
attorneys' fees 

(S) 

Banks, Denise 

District of 
Columbia 

Departmental 

Management 

(OASCR) 

$100, 000 (pending 
additional motions 
by Government to 
vacate award) 
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Case Name or 
Descraption 

Forum 

Claeiit Aqpncy 

Damages 

Awarded/ Settlement 

, , 

District of 

Columbia 

Agency 

■ 

Cantu, David et al. 

District of 
Columbia 

Farm Service 
Agency 

M o / Di smi s s e d 

Chase, Rhonda 

District of 
Columbia 

Food Safety and 
Inspection 

Service 

512,000 (S) 

Chiang, Gail Watson 

Virgin Islands 

Rural 

Development 

Under Secretary 

No/Pending 

Coates, Alvin 

Maryland 

Agricultural 
Research Service 

Mo/Pending 

Davis, Dexter 

U.S. Court of 
Federal Claims 

Farm Service 
Agency 

No/ Pending 

Davis, Dexter 

W . D . La . 

Fainn Service 
Agency 

No/Pending 

Deron School 

New Jersey 

Food and 

Nutrition 

Service 

No/Dismissed 

Edwards, Marguerite 

Maryland 

Animal and Plant 
Health 

Inspection 

Service 

No/Pending 

Evans, Greta 

W.D. North 
Carolina 

Forest Service 

No/Pending 

Fields, Sederis 

District of 
Columbia 

Food Safety and 
Inspection 

Service 

No/Pending 

Glover, Shirley 

District of 
Columbia 

Departmental 
Management - 
Office of the 
Assistant 
Secretary for 
Civil Rights 

No/Pending 

Guerrero, Sinceri 

District of 
Columbia 

Food Safety and 
Inspection 

Service 

No/Dismis.sed 

Hi lde.br andt, George 
and Patricia 

District of 
Columbia 

Farm Service 
Agency 

No/Pending 

In re Black Farmer 

Di scrim. Litigation 
(Piqford II) 

District of 
Columbia 

Farm Service 
Agency 

$1.15 billion (S) 

Jones, Annette 

U.S. Court of 
Federal Claims 

National Finance 
Center 

No/Pending 

Jones, Mxchael R, 

9th Cir. COA 

Forest Service 

No/Pending 
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Case Name or 
j Description 

Forum 

ClK^nt Agonoy 

Awarded/Settlement 

Keepseagl 
et al. 

e, Marilyn , 

District of 
Coliunbia 

Farm Service 
Agency 


Lindsay, 

Liliana 

N.D. Florida 

Forest Service 

No/Pending 

Martin, C 

eorge, et al. 

District of 
Columbia 

USDA— wide (all 
agencies 

No/Pending 

McDaniel , 

Marcus 

District of 
Columbia 

Natural 

Resources 

Conservation 

Service 

No/Pending 

Nichols , 

Barbara 

District of 
Columbia 

Animal and Plant 
Health 

Inspection 

Service 

No/Pending 

Nolan, Patrick 

California - 
C.D. 

Forest Service 

No/Pending 

Norman, Veretta 

District of 
Columbia 

Food and 
Nutrition 

Service 

No/Pending 

Opliger, 

Kathleen 

C.D. California 

Forest Service 

No/Dismissed 

Phillips, 

Deneen 

C.D. California 

Forest Service 

No/Dismissed 

Puckett, 

Paula 

W.D. Okla. 

Forest Service 

No/Pending 

Reid, Nigel 

E.D. Tenn. 

Food Safety and 
Inspection 

Service 

No/Pending 

Slaughter 

, Eddie 

U.S. Court of 
Federal Claims 

Farm Service 
Agency 

No/Pending 

Solomon, 

Linda 

District of 
Columbia 

Rural 

Development 

U.nder Secretary 

No/Settlement in 
Principle 

Stewart , 

Rebecca 

Washington-E. D. 

Natural 

Resources 

Conservation 

Service 

No/Pending 

Sutton, Orlando 

District of 
Columbia 

Forest Service 

No/Pending 

Toney-Dick, et. al. v. 
Doar 

New York - SD 

Food and 

Nutrition 

Service 

No/Dismissed 

Tungjunyatham, 

Tipaksorn 

Ninth Circuit 

Forest Service 

No/Pending 

Ujheiyi, 

Livia 

Ninth Circuit 

Food Safety and 
Inspection 

Service 

No/Pending 

Villalobo 

s, Michael 

Ninth Circuit 

Forest Service 

No/Pending 








civil Rights Complaints Filed Against USDA 
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Status of Open Equal Employment Opportunity 
Complaint Inventory by USDA Agency as of Febuary 11, 2016 1/ 


USDA 

Agency 

Pending 

Accept/Dismiss 

Pending 

Investigation 

Pending Final 
Agency Action 

In EEOC 

Hearing 

AMS 

2 

2 

0 

13 

APHIS 

9 

20 

4 

43 

ARS 

7 

4 

0 

12 

CNPP 

0 

0 

0 

0 

CSD 

2 

20 

6 

39 

ERS 

1 

0 

0 

4 

FAS 

1 

2 

3 

12 

FNS 

5 

3 

2 

7 

FS 

43 

52 

31 

211 

FSA 

9 

11 

2 

38 

FSIS 

23 

18 

4 

44 

GIPSA 

5 

3 

1 

13 

NAD 

0 

0 

0 

0 

NAL 

0 

0 

0 

0 

NASS 

1 

1 

0 

1 

NIFA 

1 

0 

0 

2 

NRCS 

7 

5 

3 

35 

OCFO 

18 

8 

6 

13 

DIG 

3 

1 

0 

10 

RD 

16 

13 

6 

51 

RMA 

1 

3 

1 

6 

Total 

154 

166 

69 

554 


Total Open Inventory = 957 

!_/ Cases pending appeal with the Equal Employment Opportunity 
Commission's Office of Federal Operations are not reflected 
In the total inventory. 

Source: USDA/OASCR Civil Rights Enterprise System, iComplaints 

EEO Database 
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Office of Communications 

Mr. Aderhoic: Please provide a table showing how much of rhe 
Office of Communications' budget is spent on all forms of communication 
activities focused on each of USDA' s seven mission areas for fiscal 
years 2012 through estimated 2016. 

Response: For fiscal years 2012 through estimated 2016, the 

budget spent on ail forms of communication activities focused on each of 
USDA' s seven mission areas is given in table below. 


[The information follows:] 


Mission Area 

FY 2012 

FY 2013 

FY 2014 

FY 2015 

FY 2016 
\1 







Farm and Foreign 
Agricultural Services 

1,089,080 

1,105, 124 

i , 070, 443 

1, 033, 3C8 

1, 000, 500 

Food, Nutrition and 
Consumer Services 

1,097,061 

1,226, 373 

1,256,670 

I, 132,896 

1,096,500 

Food Safety 

1,090,320 

1,082,827 

1, 027, 607 

1,013,008 

980,250 

Marketing and Regulatory 
Programs 

1,096,792 

1,124,395 

1,090,207 

1,047, 981 

1, 014, 000 

Natural Resources and 
Envi.ronment 

1, 173, 661 

1,199, 016 

1,290,189 

1,159,715 

1,122,000 

Research, Education and 
Economics 

1,283,082 

1, 324, 641 

1,294,724 

1,235,097 

1,195,500 

Rural Development 

1,235,004 

1,297,124 

1, 035, 155 

1, 127, 995 

1, 091, 250 

Total 

8,065,000 

3,360,000 

8,065,000 

7,750, 000 

-j 

o 

o 

o 

o 


\ 1 FY 2016 is estimated 

Mr. Aderholt: Please provide an explanation as to how the Office of 
Communications measures effectiveness via the various forms of 
corarriunications (i.e., press releases, blogs, editorials, and social 
media posts) . Please provide a complete listing of contracts, 
interagency agreements, or any type of service provided and paid for by 
the Department for the Office of Communications daring FY 2013 to FY 
2016, 


Response: OC is divided into the following divisions: Digital 

Communications, Creative Media and Broadcast Center, Press Operations, 
Speechwriting, Information Technology, Branding Events Exhibits and 
Editorial Review, Printing, and Photography. These divisions help to 
coordinate and manage effective communications functions and materials 
across most of USDA's 17 agencies and 18 offices, the state and county 
offices across the United States, and our 96 posts overseas. With OC's 
leadership over the last six years, USDA has been supporting policies 
that have made agriculture one of the bright spots in the economy, 
positioning USDA to support its constituents in taking advantage of new 
opportunities . 

In 2015, traffic on USDA.gov included 28,390, 560 page view's, while blog 
traffic consisted of 1,539,698 page views. As measured by the Federal 
Digital Analytics Program (DAP), USDA is consistently ranked, in the top 
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10 most accessed Government websites, often in the top 5. Total hits 
through calendar year 2015 as measured by IQ Media analytics report 
were : 

Social Media, 18,751 
Online News, 775,173 
Publications, 1,799 
TV, 81,371 
Twitter, 64 , 945 
Forum, 3,947 


This year, OC increased focus on stakeholder engagement to help carry 
USD7\'s key messages on digital channels. Examples include Farm Bill 
implemsentat ion, the benefits of bilateral and multilateral trade 
relationships, beginning farmers and ranchers, HPAI, and Women in Ag 
toolkits. We also increased participation in digital stakeholder events, 
particularly in the nutrition space, adding our voice to online 
conversations where we have a good story to tell. 2015 also marked the 
launch of OC's "In Case You Missed It" series, a weekly digital 
newsletter packaging digital content to tell a coherent narrative of our 
mission, lifting agency voices and showcasing work from around the 
department. The ICYMI is distributed to over 200,000 recipients weekly, 
and has a higher than average open success rate. The ICYMI was modeled 
after another success in 2015, the "Faces of the Farm Bill." 

The Department did not provide or pay for any services, contracts, or 
agreements for the Office of Communications during FY 2013 to FY 2016. 

Biotechnology and Trade 

Mr. Aderholt: What have you and your colleagues in the 
Administration, including USTR and the National Security Council, done 
to ensure biotech trade matters re.main one of the highest priorities 
when working with international trading partners? 

Response: USDA is committed to making serious and sustained 

progress on biotech issues in support of U.S. exports. To that end, we 
work closely with the U.S. interagency team to highlight the importance 
of transparent and science-based regulation and trade of biotech 
products in all bilateral, regional and multilateral fora. In 2015, 
USDA challenged many barriers to the approval and acceptance of U.S. 
biotech products in foreign markets. The European Union (EU) , Vietnam 
and other countries approved biotech products for food and/or animal 
feed that facilitated continued market access and growth of U.S. 
exports . 

USDA has intervened, often in concert with countries that share our 
interests, to prevent efforts to misuse international fora and treaties 
to block trade in safe biotech products. For example, USDA and other 
U.S. Governmient agencies worked to eliminate an onerous documentation 
requirement for trade of biotech products proposed under the Cartagena 
Protocol on Biosarety. Additionally, USDA experts and attaches posted 
in Europe collaborated to provide science-based technical information 
on animal cloning, as well as the products of cloned animals and their 
offspring, to influential players in the EU Commission, key Member 
States, and the European Parliament, thus heading off proposed 
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restrictions that would have affected U.S. meat, poultry, and dairy 
product exports to the EU. 

uSDA continues to collaborate in a variety of contexts with like-minded 
countries that share our viewpoints. As recently as last month, the 
Fourth mLeeting of countries that compose the Global Low-level Presence 
Initiative (GLI) took place in Rome. The United States along with 
other GLI Members endorsed joint statements on reducing asynchronous 
authorizations and on facilitating data transparency, and agreed to the 
drafting of a statement on practical approaches to dealing with low- 
ievel presence (LLP) in international trade. The United States will 
lead the drafting of this new document on LLP, an issue that U.S. seed 
and commodity sectors have identified as a high priority concern. 


Mr. Aderholt; Vjhat else can the Administration do to help 
mitigate trade disruptions as they relate to biotech across the globe 
and v/ithin APEC in particular? 

Response: Trade agreements are also needed to reduce barriers 

U.S. agricultural products face and to make sure other countries do not 
benefit from preferential terms of access. The Trans Pacific 
Partnership marks an important first time that a U.S. trade agreement 
contains provisions specific to agricultural biotechnology that are 
intended to facilitate trade. In APEC, the United States actively 
works with members to promote and support the safe use and effective, 
science-based regulation of genetically engineered (GE) products 
through coordinated statements of support for science-based biosafety 
regulations and trade policies, as well as training for developing 
economies. Over the past several years, to supplement the APEC High 
Level Policy Dialogue on Agricultural Biotechnology, USDA has partnered 
with the APEC host to organize workshops for APEC members on special 
topics in the field of biotechnology and cutting edge plant breeding 
technologies, bolstering critical technical capacity in the region. 

Mr. Aderholt: In which countries does the United States have 
formal or informal disputes as it relates to biotech/GE (genetically 
engineered) seed or GE products? 

Response: The most important markets in which the United States 

faces issues related to GE product market access and registration are 
the European Union (EU) and China. 

The EU' s continuing delays in processing GE food and feed import 
applications and the lack of regulatory predictability are ongoing 
serious concerns. In 2006, the United States won a KTO case against 
the EU, claiming that: the EU's moratorium on all new biotechnology 
approvals was illegal; the EU was purposely delaying the processing of 
specific biotech product applications; and that there were specific 
product bans adopted by six EU Member States, also illegal. As a 
result of the WTO Biotech Dispute Settlement Board's ruling, the USDA, 
USTR and State Department together meet with the European Commission 
twice a year to review progress on product approvals with the goal of 
normalizing trade in biotechnology products. 

Senior levels of the U.S. government are, and have been, addressing 
this topic with their European counterparts as the slow approval 
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process continues to constrain innovation, impact farmers' deacisions, 
and adversely affect U.S. trade. I have engaged repeatedly in 
discussions on biotechnology with many officials of the European Union. 
This included numerous meetings and formal phone calls vvith Phil Hogan, 
the EU Comirdssioner of Agriculture and Rural Development (AGRT), and 
with the EU Commissioner for Health and Safety, Vytenis Andriukaitis . 

In the context of T-TIP, USDA engaged on this subject with Paolo De 
Castro, the EU's co-rapporteur for AGRI, and with the EC Commissioner 
of Trade, Cecilia Malstrdm (who represents the EQ at the WTO) . 
Additionally, USDA met formally with several officials and 
representatives from the EU Member States, including Austria, France, 
Ireland, and Poland. 

In 2016, USDA and the entire U.S. Government team are pursuing a high- 
level response to China's failure to meet commitments to restore a 
science-based system and approve products of interest to U.S. farmers. 
The U.S. Government will continue to press the Chinese government at 
every opportunity to adopt transparent, science-based, and predictable 
biotechnology regulatory approval measures, and to address the long- 
term issue of asynchronous authorizations, Hov/ever, much remains to 
be done to preserve market access in China for biotechnology products. 
We are coordinating our efforts with the interagency, our like-minded 
partners, cooperators and trade associations, and other stakeholders. 

Legal Payments by USDA and Legal Support for USDA 

Mr. Aderholt: Please provide a complete listing of payments, 
settlements, awards or adjudications to any non-governmental entity as 
a result of judicial action, judicial orders, legal arbitration, 
mediation or dispute for each fiscal year for the past five years (FY 
2012 to FY 2016 to date) . Include the awardee, amount of funds, a 
description of issue, and the source of the funds. 

Response: The information is provided for the record. 

[The information follows:] 
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Mr. Aderhoit: Please provide a listing of contracts for legal 
support to the USDA or its respective agencies for each fiscal year for 
the past five years (FY 2012 to FY 2016 to date) . Include the 
contractor, amount of funds, a description of support, and the source 
of the funds. 

Response: The information is provided for the record. 

[The information follows : ] 













448 


! 

i 

.. 

1 

.. 

: , 

' 

£ 



1 




■ 

1 


. 




FT 

.• 



- 

1 

■; 

■: 

?ll Hi :■ 
r3 If! 1 


■ t - 

i' 






























i- 






























i 






























p;v'ts?4 

Hi! 




















































































































2 

























t 









a 



















7 

s 

51 









Nil® 




















! 







■» 










t 


_ 




1 



1 

1 




? 

S 



& 


























? 






; 






; 













' 




} 

1 







r 

l\ 




<il 




4: 






A 



A 



4 


i 





i 


i 





















































1 

1 



1 

i 
























t 

% 

; 



! 

i 




! 











a 






















s 

! 

1 



.1 



! 





i 

: 


] 


i 

! 


: 


1 





j 







; 

2 



£ 




) 

e 

i 

] 

k 

1 

! 


; 

5 



i; 

ij 


X 

i 


?■; 

u 

i 





;! 

5 

f 


V 

4 

^ 

s 

■ 

? 

1 

? 


.1 




“ 












i 











s 

i 





1 


t 




; 

< 

< 

< 



i 





i 

i 






1 

1 

i 

* 


1 






f 

i 



i 

I 

1 

i 

i 

! 


\ 

i 

i 

i 

i 

I 



i 




1 





:i 

:i 

s 


1 

1 

1 

i 

1 


j 

1 

J 

1 

1 

1 

1 

i 


; 




J 

f 





I 

5 

- 

5 


s 

> 

■ 


1 

■: 


1 

•; 

•; 

; 



•, 




- 





i 

I 

i 

S 

1 



t 

1 

1 

i 

1 

i 

1 

i 

1 

1 



j 

$ 


§ 






a 

— -A 


— ii 

— A 

— d 

— A 

— i 

— y 

— =1 

— M 

3 

M 

a 

i 

s 

s 

s 

i: 


5 

s 










EBti] 






































































469 


PATENT INCOME 

Mr. Aderholt: Your budget justification states that some programs 
within USDA are currently holding patents through the United States 
Patent and Trademark Office. The Office of General Counsel tracks and 
helps to draft patent applications by USDA employees. 

Please list all patents currently held by USDA or USDA employees by 
program. 

Response: The information is provided for the record. 

[The information follows:] 
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Patent Number 

Title of Patent 

1- 

9, 334 , 505 

Using corngrass to engineer poplar as a 
bioenerqy crop 

2. 

9, 326, 451 

Seed pillow for overcoming the limiting factors 
controlling rangeland reseeding success 

3 . 

9,320,283 

Trichoderma asperellum to remediate Phytophthora 
ramorum-infested soil 

4 . 

9, 320,280 

Methods and compositions for deterring 
feeding/repelling the brown luarmorated stink bug 
(BMSB) , Halyomorpha halys 

5 . 

9, 314, 494 

Cranberry xyloqlucan oligosaccharide comiposition 

6. 

9, 310, 368 

High affinity monoclonal antibodies for 
detection of Shiga toxin 2 {STX2.) 

- 

9, 303, 273 

Nanolipoprotein particles comprising a natural 
rubber biosynthetic enzyme complex and related 
products, methods and systems 

8. 

9, 301,521 

Bee attractants 

9. 

9, 301, 440 

Compositions and methods of treating animal 
manure 

iO. 

9,297,027 

Yeast strains 

11 . 

PP26, 527 

Grapevine denominated 'Sunpreme' 

12. 

9, 284,537 

Cytochrome P450 enzymes from Sorghum bicolor 

13. 

PP26, 436 

Azalea plant named 'AZ 16' 

14. 

9,266,786 

Method of reducing nitrous oxide emissions from 
a plant growth substrate 

15. 

9, 265, 818 

Genetically modified Babesia parasites 
expressing 

protective tick antigens and uses thereof 

16. 

9,255,254 

Nylanderia fulva virus 

17 . 

9,251, 924 

Elastomeric conductive materials and processes 
of producing elastomeric conductive materials 

.1 8 . 

9, 248,145 

Two alkylresorcinoi synthase genes from sorghum; 
cloning, expression, transformation and 
characterization 

19. 

9, 247, 689 

Active management of plant canopy temperature as 
a tool for modifying plant metabolic activity 

20. 

9,243,364 

Methods of pretreating lignocellulosic biomass 
with reduced formation of fermentation 
inhibitors 

21. 

9, 241, 981 

Use of a food additive based on at least one 
phytonutrient for stimulating vaccine immunity 
against apicomplexa in animals 

22. 

9, 241, 497 

Method and apparatus for treatment of food 
products 

23. 

9,220,261 

Volatile blends and the effects thereof on the 
navel orangeworm moth 

24 . 

9,216, 213 

Adjuvanted rabies vaccine with improved 
viscosity profile 

25 . 

9, 206, 411 

Staphylococcal Phage2638A enaolysin amidase 
domain is lytic for Staphylococcus aureus 

26. 

9, 203, 030 

Recyclable organic solar cells on substrates 
comprising cellulose nanocrystals (CNC) 

27 . 

9, 202, 252 

System and method for conserving water and 
optimizing land and water use 
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Patent Number 

Title of Patent 

28 . 

9, 198, 365 

Method to develop high oleic acid soybeans using 
conventional soybean breeding techniques 

29. 

9, 181, 309 

Peptide regulation of maize defense responses 

30. 

CO 

o 

CD 

Development of a marker foot and raouth disease 
virus vaccine candidate that is attenuated in 
the natural host 

31. 

9, 176, 110 

Method of determining histamine concentration in 
fish 

32. 

9, 175, 049 

Recombinant mycobacterium avium subsp. 
paratuberculosis proteins induce immunity and 
protect against infection 

33. 

9, 174, 850 

Gaseous ammonia removal method 

34 . 

9, 167, 738 

Rotary cultivator 

35 . 

9, 156, 859 

Boron containing vegetable oil based antiwear/ 
antifriction additive and their preparation 

36. 

9, 150, 869 

Sugar transport sequences, yeast strains having 
improved sugar uptake, and methods of use 

37. 

9, 145, 456 

Hybridomas producing highly specific monoclonal 
antibodies to detect mycobacterium avium 
subspecies paratuberculosis 

38. 

9, 145,455 

High-affinity monoclonal antibodies for 
botulinum toxin type B 

39. 

PP25, 940 

Hippeastrum plant named 'Orlando' 

40. 

PP25, 939 

Hippeastrum plant named 'Miami' 

41. 

9, 139, 689 

Bioderived compatibiiizer for biopoiymers 

42. 

9,137, 990 

Methods of monitoring and controlling the walnut 
twig beetle, Pityophthorus iuglandis 

43. 

9, 133, 519 

Compositions and methods for diagnosi.s of 
genetic susceptibility, resistance, or tolerance 
to infection by mycobacteria and bovine 
paratuberculosis using promoter variants of EDN2 

44 . 

9, 131, 678 

Ultraviolet strategy for avian repellency 

45. 

9, 126, 909 

Heavy metal remediation via sulfur-modified bio- 
oils 

46. 

9, 121, 010 

Continuous porcine kidney ceil line 
constitutiveiy expressing bovine 
. alpha .. sub. V. beta .. sub. 6 integrin with 
increased susceptibility to foot and mouth 
disease virus 

47 . 

9, 115,338 

Enhancement of beta-carotene content in plants 

48. 

9, 115, 076 

Process for preparing saturated branched chain 
fatty acids 

49. 

9, 108, 909 

Cereal-based charcoal binder 

50. 

9, 107,938 

Methods of selecting and using therapeutic and 
prophylactic probiotic cultures to reduce 
bacterial pathogen loads 

51 . 

PP25, 797 

Azalea plant named 'AZ 35' 

52. 

9, 102, 931 

Yeast strains and m.ethod for iignocellulose to 
ethanol production 

53. 

9, 102, 831 

Process for producing improved zein articles 

54 . 

9, 101, 142 

Methods and compositions for repelling and/or 
killing insects | 
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Patent Number 

Title of Patent 

55. 

9,101, 138 

Methods and compositions utilizing lactams 
derived from camphor, verbenone or cat thyme oil 
for repelling blood-sucking and biting insects, 
ticks and mites 

5 6 . 

PP25, 788 

.Hippeastrum plant named 'Boca' 

5? . 

PP25, 787 

Hippeastrum plant named 'Tampa' 

58 . 

PP25, 786 

Hippeastrum plant named 'Jax' 

59. 

PP25, 769 

Azalea plant named 'AZ 47' 

60. 

9, 090, 915 

Sulfite pretreatment for biorefining biomass 

61. 

PP25, 728 

Azalea plant named 'AZ 15' 

62. 

PP25, 706 

Azalea plant named 'AZ 32' 

63 . 

PF25, 694 

Nectarine tree named 'Nectafest' 

64 . 

9, 074 , 231 

Reducing non-specific enzyme binding to enhance 
liqnocellulose conversion 

65 . 

9, 068,204 

Peptidoglycan hydrolase antimicrobials for 
eradicating lactobacilii that contaminate and 
reduce ethanol yields in biofuel f ermientation 

66. 

9,067,202 

Semi-rigid culture vessel 

67. 

9, 060,532 

Utilization of non-nutritive adsorbents to 
sequester mycotoxins during extraction of 
protein or other value added components from 
mycotoxin contaminated cereal or seed oil meal 

68. 

9, 057,080 

Biosynthesis of styrene and 7-inethyl-l,3,5- 
cyclooctatriene 

69. 

9, 035, 129 

Method to develop high oleic acid soybeans using 
conventional soybean breeding techniques 

70. 

9, 034,436 

Anti-corrosion coating utilizing bacterial 
precipitated exopolysaccharides 

71. 

PP25, 532 

Blackberry plant named 'Columbia Star' 

72. 

9, 028, 887 

Method improve spatial memory via pterostilberie 
administration 

73. 

9, 023, 181 

Fast pyrolysis catalytic cracking pipe for 
producing bio-oils 

74 . 

PP25, 467 

Blueberry plant named 'ZF08-095' 

75. 

9, 011,891 

Water dispersible formulation for delivery of 
biocontrol fungi to reduce aflatoxin 

76. 

9, 005,333 

Systems and methods for reducing ammonia 
emissions from and for recovering the ammonia 
liquid effluents 

77 . 

9, 000, 145 

Control of insect pests through RNAi of 
pheromone biosynthesis activating neuropeptide 
receptor 

78 . 

8, 999, 701 

Inhibitor tolerant Saccharomyces cerevisiae 
strain 

79. 

8, 999, 352 

Genetically engineered swine influenza virus and 
uses thereof 

80. 

8, 993, 229 

Method for detecting and distinguishing 
infectious norovirus from Inactivated norovirus 

81 . 

8, 988,523 

Single-camera multi-mirror imaging method and 
apparatus for whole-surface insoection of 
rotating objects 

82 . 

8,986, 757 

Essential oils inhibit mold on wood 
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Patent Number 

Title of Patent 

83. 

8, 986, 695 

Enhanced staphylolytic activ.ity of the 
Staphylococcus aureus bacteriophage vB.sub.-- 
SauS-philPLA88 virion-associated peptidoglycan 
hydrolase HydH5: fusions, deletions and synergy 
with LysH5 

84 . 

8, 980, 614 

Staphylococcus haemolyticus prophage . phi , SH2 
endoiysin is lytic for Staphylococcus aureus 

85. 

8, 980, 593 

Production of tunable polyhydroxyalkanoate 
biopolymers using glycerol and levulinic acid 

86. 

8, 978,480 

Recursive hexapod system and method for 
multiaxial mechanical testing 

8 7 . 

a, 978,292 

Cross-linked biofiber products and processes for 
their manufacture 

88. 

8, 973, 492 

Method and apparatus for pasteurizing shell eggs 
using radio frequency heating 

89. 

PP25, 300 

Strawberry plant named 'Charm' 

90. 

PP25,299 

Peach tree named 'Gulf snow' 

91. 

8, 962,297 

Bacteriophage lytic enzymes as alternative 
antimicrobials 

92. 

8, 961,996 

N-linked glycosylation aiteratlo.n in EO and E2 
glycoprotein of classical swine fever virus and 
novel classical swine fever virus vaccine 

93 . 

8,947,102 

Soil water and conductivity sensing system 

94 . 

8, .940,34 6 

Infrared based peeling of fruits and vegetables 

95 . 

8, 936, 699 

Engineered molded fiberboard pane.ls and methods 
of making and using the same 

96. 

PP25, 223 

Strawberry plant named 'Sweet Sunrise' 

97 . 

8, 927, 834 

Glyphosate-tolerant wheat genotypes 

98. 

8,927, 702 

Soianum bulbocastanum poiyubiquitin Bal409 
promoter and uses thereof 

99. 

0, 927, 495 

Use of GnRH and analogs thereof for the 
prevention and treatment of pet ferret 
adrenocortical hyperplasia 

100. 

8, 924, 031 

Irrigation scheduling and supervisory control 
and data acquisition system for moving and 
static irrigation systems 

101. 

8, 921, 656 

Soianum bulbocastanum poiyubiquitin Bul427 
promoter and uses thereof 

102. 

8, 919, 744 

'Water aeration system and method 

103. 

8, 919,280 

X-ray irradiation system for steriiizati.on of 
insects 

104 . 

8, 916, 750 

Barley endosperm oromoter 

105. 

8, 912, 388 

Lolium multiflorum line inducing genome loss 

106. 

8, 906, 654 

Kluyverom.yces marxianus strains and method of 
using strains 

107. 

8,906, 384 

Antiviral activity of bovine type III interferon 
against foot-and-mouth disease virus 

103. 

8, 906, 332 

Gaseous ammonia removal system 

109. 

8, 900, 824 

High-affinity monoclonal antibodies for 
botulinum toxin type 3 

110. 

8, 900, 809 

Oligonucleotides and methods to identify Shiga 
toxin containing Escherichia coli serotypes 

111. 

8,884, 097 

.Method to condition an invertebrate to detect a 
concentration range of a chemical comoound 
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Patent Number 

Title of Patent 

112. 

8, 871,280 

Compositions and methods for treating fungal 
activity in plants or soil 

113 . 

8,865,214 

Bioactive gypsum starch composition 

114 . 

8,865, 152 

Methods and compositions for attracting or 
repelling cockroaches 

115 . 

8,858, 959 

Gel vaccine delivery system for t.reating poultry 

116. 

8, 852, 596 

Detection of Giardia lamblia trophozoites and 
cysts and protection against G. lamblia 
infection 

117. 

PF24, 933 

Apricot tree 'Twocot' 

110 . 

8, B46, 057 

Recombinant live attenuated foot-and-mouth 
disease (FMD) vaccine containing mutations i.n 
the L protein coding region 

119. 

8, 846, 055 

Virulence determinant within the E2 structural 
glycoprotein of classical swine fever virus 

120. 

8,841,470 

Process for preparation of nitrogen-containing 
vegetable oil-based lubricant additive 

121 . 

8,841,434 

Isolated rice LP2 promoters and uses thereof 

122. 

8,335,141 

Methods for integrated conversion of 
lignocellulosic material to sugars or biofuels 
and nano-cellulose 

123. 

8,834,750 

Starch-based fire retardant 

124. 

PP24, 832 

Blueberry plant named 'Nocturne' 

125. 

8,822,712 

Process to prepare a phosphorous containing 
vegetable oil based lubricant additive 

126. 

8,822,533 

Methods and compositions for repelling and/or 
killing insects 

127. 

8,815, 561 

Metal compounds to eliminate nonproductive 
enzyme adsorption and enhance enzymatic 
saccharification of lignocellulose 

128. 

8,809, 400 

Method to ameliorate oxidative stress and 
improve working memory via pterostilbene 
administration 

129. 

8,804,124 

Method and apparatus for measuring protein 
quality 

130. 

8,790, 639 

Enhanced antimicrobial lytic activity of a 
chimeric Plyl87 endolysin 

131. 

8,785,421 

Use of vitamin D in dairy mastitis treatment 

132. 

8,776, 721 

System and method for harvesting eggs from 
arthropods 

133. 

8,770,119 

Cover crop residue manager 

134 . 

8,765,141 

Development of a marker foot and mouth disease 
virus vaccine candidate that is attenuated in 
the natural host 

135. 

8,748, 641 

Process for preparing saturated branched chain 
fatty acids 

136. 

8,748,152 

Prevotella ruminicola xylose isomerase and co- 
expression with xylulokinase in yeast for xylose 
fermentation 

137 . 

8, 747, 859 

Porcine reproductive and respiratory syndrome 
vaccine based on isolate JA-i42 

138 . 

8, 747, 823 

Compositions and methods for treating a keratin 
based substrate 
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Patent Nuiriber 

Title of Patent 

139. 

8, 742,768 

Interrogation measurement system and method 
providing accurate permittivity measurements via 
ultra-wideband removal of spu.tious reflectors 

140 . 

8,742,305 

Methods and apparatuses for thermal treatment of 
foods and other biomaterials, and products 
obtained thereby 

141 . 

8,742, 148 

Oligomerization of jojoba oil in super-critical 
CO. sub. 2 for different applications 

142 . 

8,741, 309 

Porcine reproductive and respiratory syndrome- 
vaccine based on isolate JA-142 

143. 

8,735, 690 

Maize variety and method of production 

144 . 

8,734, S62 

Granular bioplastic biocontroi composition 

14 5. 

8,728,726 

RS2 mutant allele, perfect molecular markers, 
and low raf f inose/stachyose soybean qermplasra 

14 6. 

8,722, 943 

Carbohydrate and polyol ethers as renewable 
oils, greases, and liquid fuels 

147 . 

0,722, 063 

Vaccination of animals to elicit a protective 
immune response against tick infestations and 
tick-borne pathogen transmission 

148 . 

8,716, 460 

Pseudomonas AVR and HOP proteins, their encoding 
nucleic acids, and use thereof 

149. 

8,715,763 

Fruit and vegetable films and uses thereof 

]50. 

8,710,213 

Methods for integrating the production of 
cellulose nanofibrils with the production of 
cellulose nanocrystals 

151. 

8,697, 843 

Superabsorbant materials from chemically 
modified gluten 

152. 

8, 692,053 

Soybean gene for resistance to alphis glycines 

153. 

8, 691, 943 

Antimicrobial activity of chicken NK-2 peptide 
against apicomplexan protozoa 

154. 

8, 691, 219 

Chromobacterium subtsugae sp. nov. and use for 
control of insect pests 

155. 

8,685, 672 

Incorporation of flavan-3-oIs and gallic acid 
derivatives into lignin to improve biomass 
utilizat-ion 

156. 

8, 680,364 

Soybean genes for resistance to Aphis glycines 

157. 

8, 679, 365 

Carbonate phase change materials 

158, 

8,677, 935 

System and method for producing beneficial 
pa.rasites 

159. 

8, 673, 604 

Clavispora spd. strain 

160. 

8, 673, 046 

Process for removing and recovering phosphorus 
from animal waste 

161. 

8, 663, 621 

Identification and synthesis of a male-produced 
pheromone for the neotropical root weevil 

Diaperpes abbreviatus (coleoptera: 
curculionidae) 

162. 

8 , 663, 551 

Animal containment facility ventilation system 

163. 

8 , 650 , 386 

Hybridomas producing highly specific monoclonal 
ant-ibodies to detect mycobacterium avium 
subspecies para tuberculosis 

164 . 

8 , 647, 686 

Insect diet for.mulations and methods for rearing 
insects 

165 . 

8, 647, 615 

Methods for attractinq honey bee oarasitic mite.s 

166. 

PP24, 209 

Blueberry pla.nt named 'Perpetua' 
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Patent Number 

Title of Patent 

1,67 . 

8, 642,507 

Fertilizer formulation for reduction of nutrient 
and pesticide leachinq 

168. 

8, 641, 960 

Solution blow spinninq 

169. 

PP24, 198 

Red raspberry plant named 'Vintage'' 

170. 

8, 637,738 

Glyphosate-tolerant wheat qenotype.s 

171. 

8, 637, 653 

Infectious plant viral vector and an artificial 
bipartite plant viral vector an infectious plant 
viral vector and an artificial bipartite plant 
viral vector 

172 . 

8,637, 049 

Attenuated live vaccines for aquatic animals 

17 3. 

8, 637,002 

Non-toxigenic strains of Aspergillus flavus for 
control of aflatoxin contamination in crops 

174 . 

8, 633, 354 

Development of very early flowering and normal 
fruiting plum with fertile seeds 

175. 

8, 629, 6S1 

Microwave sensor and algorithm for moisture and 
density determination 

176, 

8, 628,764 

Biocontrol of storage maladies of potatoes by 
bacterial antagonists produced in co-culture 

177 . 

8, 625, 856 

Method and system for wholesomeness inspection 
of freshly slaughtered chickens on a processing 
line 

178 . 

8, 623, 390 

Use of novel strains for biological control of 
pink rot infections in potato tubers 

1 1 9 . 

8, 618,353 

Lolium multif lorum line inducing genome loss 

180. 

8, 617,812 

Polymorphism in bovine prion protein gene 
sequence 

181. 

8, 617, 395 

Thin film composite membranes and their method 
of preparation and use 

182. 

8, 614,586 

Method and apparatus for measuring peanut 
moisture content 

103. 

8, 609, 382 

Schef f ersomyces stipitis strain for increased 
ethanol production and uses thereof 

184 . 

8, 609, 083 

Method for controlling fungal pathogen with 
bacterial metabolite 

185. 

PP24, 073 

Apple tree rootstock named 'G.969' 

186. 

a, 603,748 

Genetic methods for speciatinq Campy.lobaoter 

187 . 

8,575, 427 

Chorismate mutase gene from the potato cyst 
nematode Globodera rostochiensis 

188. 

8,575,328 

Formicidae (ant) control using double-stranded 

RNA constructs 

189. 

8, 575, 209 

Elastomer product from epoxidized vegetable oil 
and gliadin 

190. 

8, 574, 885 

Anammox bacterium isolate 

191. 

8,574,843 

Genetic icethods for speciatinq Campylobacter 

192, 

8,569, 578 

Generating transgenic potatoes with novel 
resistance to potato cyst nematodes by silencing 
nematode parasitism genes of CLE -1 and CLE-4s 

193. 

8, 569, 465 

Method for modifying lignin structure using 
monolignoi 
f erulate conjugates 

194 . 

8,569, 028 

Method for encapsulation of microparticles 

195. 

8,568, 714 

Lys K endolysin is synergistic with lysostaphin 
against MRSA 

196. 

RE44, 543 

Naphthalenic compounds as termite bait toxicants j 
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Patent Number 

Title of Patent 

197 . 

8,563,599 

Methods for synthesizing glycinols, glyceoiiins 

I and II, compositions of selected 
intermediates, and therapeutic uses thereof 

1 98 . 

8,541, 626 

Method for synthesis of ketones from plant oils 

199. 

8, 541, 166 

Peptide sequences for binding infectious prions 

200. 

8,530, 626 

Methods to produce keratin elastom;er 

201 . 

8, 529, 644 

Method and apparatus to produce synthesis gas 
via flash pyrolysis and gasification in a molten 
liquid 

202 . 

8,524,855 

Production of stable polyesters by microvvave 
heatinq of carboxylic acid.'polyoi blends 

203. 

8, 518, 680 

Biological/electrolytic conversion of biomass to 
hydrocarbons 

204 . 

8,512,726 

Molecular gel-based cont.rol release devices for 
pheromones 

205. 

a, 505, 236 

Apparatus for packaging arthropods infected with 
entoiuopathoqenic nematodes 

206. 

8,497, 249 

Fungicidal properties of three sapo.nins from 
Capsicum frutescens 

207. 

8,495, 972 

Automated injection system 

208. 

8, 487, 167 

Non-transgenic soft textured tetraploid wheat 
plants having grain with soft textured 
endosperm, endosperm therefrom and uses thereof 

209. 

8,486, 699 

Immortal unipotent porcine PICM~19.H and PICM-19B 
stem cell lines 

210. 

PP23, 724 

Mandarin tree named 'US Early Pride' 

211. 

8,481, 289 

Triple acting antimicrobials that are refractory 
to resistance development 

212 . 

8, 471, 107 

Soybeans having high germination rates and 
ultra-low raffinose and stachyose content 

213. 

8,470, 583 

Lactobacillus strain and bacteriocin 

214 . 

8,467,052 

Systems and methods for detecting contaminants 
in a sample 

215. 

8,455, 666 

Vegetable oil esterified lipoic acid 

216. 

PP23, 631 

Peach rootstock 'HBOK 27' 

217. 

8, 445, 642 

Methods to differentiate protein conforiners 

218 . 

219. 

G, 445,253 

High performance nitrifying sludge for high 
ammonium concentration and low temperature 
wastewater treatment 

8, 440, 449 

Transformed Saccharomyces cerevisiae engineered 
for xylose utilization 

220 . 

8,440,447 

Extraction and concentration method 

221. 

PP23, 583 

Peach rootstock named MP-29 

222. 

8, 426, 575 

N-linked glycosylation alteration in El 
glycoprotein of classical swine fever virus and 
novel classical swine fever virus vaccine 

223. 

8,424,243 

Use of coated protective agent to protect 
horticultural crops from disease 

224 . 

8,420, 072 

Vaccination of sex reversed hybrid tilapia 
(Oreochromis niloticus x 0. aureus) with an 
inactivated Vibrio vulnificus vaccine 

225. 

PP23, 516 

Apple tree rootstock na-med 'G,214' 

226 . 

8, 414,808 

Composite components from anaerobic digested 
fibrous materials 
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Patent Number 

Title of Patent 

227 . 

8, 410, 194 

Biopolymer additive 

228 . 

S, 407, 931 

Trapping method and appa.ratus 

229. 

FP23 , 443 

Peach tree named 'Candy Cane' 

230. 

PP23, 422 

Grapevine denominated 'Valley Pearl' 

231 . 

8,384,047 

Fluorescence-based ultraviolet iilurnination 

232. 

8,383,890 

Genes encoding fatty acid desaturases from 

Sorghum bicolor 

233. 

8, 383, 102 

Fusion of peptidoglycan hydrolase enzymes to a 
protein transduction domain allows eradication 
of both extracellular and intracellular gram 
positive pathogens 

234 . 

8,372,614 

Ethanol production from solid citrus processing 
waste 

235. 

8, 367,359 

Metabolic biomarkers for diabetes and insulin 
resistance 

236, 

8,367,34 6 

Methods for production of xylitol in 
microorganisms 

237. 

8,367,058 

Method for bacteriophage delivery and 
amplification 

238 . 

8, 361, 772 

Specific lysis of staphylococcal pathogens by 
bacteriophage phill endoiysin 

239. 

8,361, 764 

Genes and enzymes for degradation of ferulic 
acid crosslinks 

240. 

PP23, 337 

Apple tree rootstock named 'G.210' 

241. 

8, 357, 645 

Semi-rigid gel cleansing article and uses 
thereof 

242. 

PP23, 327 

Apple tree rootstock named 'G.890' 

243. 

8,354,371 

Cadherin receptor peptide for potentiating Bt 
biopesticides 

244 . 

8,354,040 

Ca.r.bonate phase change materials 

245. 

8, 343, 559 

Furanocoumarin removal from grapefruit juice by 
edible fungal hyphae 

246. 

8, 338, 339 

Process for inhibition of proteolytic activity 
during the ensiling of forages 

247. 

8,338,333 

Methods for controlling weeds including kudzu 

248 . 

8,334,366 

Mutant iycotoxin-I peptide sequences for 
insecticidal and cell membrane altering 
properties 

249. 

8,334,124 

Modified Aspergillus niger phytase 

250. 

8, 327, 797 

System and method for production of predatory 
mites 

251. 

8, 327, 578 

Process for the off-season production of 
blackberries 

252. 

8,323, 706 

Antiestrogenic glyceollins suppress human breast 
and ovarian carcinoma proliferation and 
tumorigenesis 

253. 

8,318, 146 

Ascarosides as nematode sex oheromones 

254 . 

8, 317, 883 

Production of stable pyrolysis bio-oii from 
mustard family seeds, mustard family seed 
presscake, and defatted mustard family seed 
presscake 

255 . 

8, 314,219 

Green detergents from agriculture-based lipids 
and sugars 
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Title of Patent 

256 . 

8 , 313, 789 

Methods of promoting the growth of beneficial 
bacteria in the gut 

257 . 

8 , 313, 654 

Methods for flocculating suspensions using 
biobased renewable flocculants 

258 . 

8 , 310, 544 

Hand-held inspection tool and method 

259 . 

8 , 297 , 02 ? 

Engineered molded fiberboard panels and methods 
of making and using the same 

260 . 

8 , 292, 192 

Variable stage humidity control system for 
poultry hatcheries 

261 . 

8 , 284,895 

One dimensional linescan X-ray detector 

262 . 

8 , 278,246 

Biocontrol of storage maladies of potatoes by 
bacterial antagonists produced in co-culture 

263 . 

8 , 276,314 

Terrestrial arthropod trap 

264 . 

8 , 273, 340 

Methods and compositions for attracting or 
repelling cockroaches 

265 . 

8 , 268, 905 

Compositions containing poly(lactic acid), 
bacteriocin (s ) , plasticizers ( s ) , and optionally 
pore forming agent(s}, and methods or making 

266 . 

8,263,526 

Com.positions of keratin hydrolysate and microbes 
for pest control applications 

267 . 

PP22, 998 

Hedychium plant named 'Ramata' 

268 . 

8,252,845 

Pterostilbene as an agonist for the peroxisome 
proliferator-activated receptor alpha isofcrm 

269. 

8,252,291 

Bacteriocins and novel bacterial strains 

270. 

8,246, 931 

Development of a quail embryo model for the 
detection of botuiinum toxin 

271. 

8,226, 938 

Biocontrol of Varroa mites with Beauveria 
bassiana 

272. 

PP22, 845 

Peach rootstock tree named 'HBOK 32' 

273. 

8,207,157 

Methods and compositions for repelling 
arthropods 

274 . 

8,206,972 

Growth media and saprophytic use for Pichia 
anomala 

275. 

8,202, 970 

Method for improving the bioavailability of 
polysaccharides in liqnocellulosic materials 

276. 

8,187,423 

Fiber reinforced composites 

277 . 

8,183, 025 

Solenopsis invicta virus 

278. 

8,176, 991 

Powered rolling and crimping device for crop 
termination 

279. 

8,173, 825 

Method of making fatty acid ester derivatives 

280. 

8,173, 404 

Process for converting whole barley into 
fermentable sugars 

CO 

CM 

8 , 173, 179 

Granular bioplastic biocontrol composition 

282 . 

8 , 173, 139 

High energy electron beam irradiation for the 
p.roduction of immunomoduiators in poultry 

283 . 

8 , 169, 483 

SysteiTi and method for synchronizing waveform 
data with an associated video 

284 . 

8 , 163, 309 

Starch foam microparticles 

285 . 

8 , 160, 819 

Rapid identification of proteins and their 
corresponding source organisms by gas phase 
fragmentation and identification of protein 
biomarkers 

286 . 

8 , 159, 525 

Portable multispectral imaging systems 
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287 . 

8 , 138,391 

Or gene and its use in manipulating carotenoid 
content and composition in plants and other 
organisms 

288 . 

8 , 137, 660 

Application of tannins to reduce odor emissions 
from animal waste 

289 . 

8 , 133, 917 

Pterostilbene as an agonist for the peroxisome 
proliferator-activated receptor alpha isoform 

290 . 

8 , 133, 495 

Live attenuated antigenicaily marked classical 
swine fever virus 

291 . 

8 , 129,598 

DNA recombination in eukaryotic cells by the 
bacteriophage PHIC31 recombination system. 

292 . 

8 , 128, 948 

Compositions and methods for attracting 

Anastrepha species 

293 . 

8 , 128,227 

Method to detect transmissible spongiform 
encephalopathies via electroretinogram 

294 . 

8 , 126, 213 

Method and system for wholesomeness inspection 
of freshly slaughtered chickens on a processing 
line 

295 . 

8 , 124,101 

Genetically engineered swine influenza virus and 
uses thereof 

296. 

8,123, 904 

Method of making medium density fiberboard 

297 . 

PP22, 505 

Peach tree rootstock named 'HBOK 10' 

298 . 

8, 114,852 

N“linked glycosylation alteration in El 
glycoprotein of classical swine fever virus and 
novel classical swine fever virus vaccine 

299. 

8,110, 368 

Synuclein gamma as a biomarker of obesity and 
obesity-related disorders 

300. 

8, 105, 811 

Sugar transport sequences, yeast strains having 
improved sugar uptake, and methods of use 

301 . 

8,101,172 

Solenopsis invicta virus 

302. 

8,092,789 

Indian meal moth attractant 

303. 

8,092,647 

Method for treating lignocellulosic materials 

304. 

8,088,366 

Attractant for Indian meal moth larve 

305. 

8, 087,386 

Automated vaccination method and system 

306. 

8,084, 594 

H2N3 influenza A viruses and methods of use 

307. 

PP22, 358 

Blackberry plant named 'ONYX' 

308. 

8,080, 648 

Pesticidal double stranded RNA composition and 
method of use thereof 

309. 

8,080,590 

Porous polymeric matrices made of natural 
polymers and synthetic polymers and optionally 
at least one cation and methods of miaking 

310. 

8,079, 174 

Animal leg snare device 

311 . 

8 , 071,841 

Or gene and its use in manipulating carotenoid 
content and composition in plants and other 
organisms 

312 . 

8 , 066, 988 

In-hive trap and lure for control of the small 
hive beetle, Aethina tumida 

313 . 

8 , 066, 979 

Attractants and repellents for the tropical root 
weevil Diaprepes Abbreviatus 

314 . 

8 , 063, 195 

Mutations in a toll-like receptor motif in the 
NS4B of classical swine fever virus strain 
brescia influences virulence in swine 
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Title of Patent 

315. 

8,062, 651 

Attractant pheromone for the male pink hibiscus 
mealybug, Maconeilicoccus hi.rsutus (Green) 
(Homoptera: Pseudococcidae) 

316. 

8, 058,248 

Foot and mouth disease virus vaccine comprising 
interferons 

317 . 

8, 053, 464 

Attractants for insects such as flies 

318. 

8,053,223 

Biocontrol of Varroa mites 

319. 

8, 048, 466 

Fruit and vegetable films and uses thereof 

320. 

PP22, 208 

Peach rootstock, named 'HBOK 50' 

321 . 

8,041, 150 

Method and apparatus for determining the surface 
area of a threaded fastener 

322. 

8,034,333 

SolenoDsis invicta virus 

323 . 

8,033,084 

Automated bin filling system 

324 . 

8,029, 809 

Bacteriocins and novel bacterial strains 

325. 

8,025, 552 

Artificial diets for honey bees 

326. 

8,025, 027 

Automated insect separation system 

32 7. 

8,022, 175 

Production of anti-peptide monoclonal antibodies 
to distinguish Exotic Newcastle diseases viruses 
from vaccine strains of Newcastle disease virus 

328 . 

8,013, 213 

Guayule plants, products, and derivatives 

329. 

8,012,730 

Specific lysis of staphylococcal pathogens by 
bacteriophage phill endolysin 

330. 

8,008, 242 

Biodegradable abrasive compositions 

331. 

8,004,292 

Electrical penetration graph system 

332. 

7,999, 074 

Bacteriocins and novel bacterial strains 

333. 

7, 994,389 

Soybean genes for resistance to Aphis glycines 

334. 

7,993, 884 

Beta-xylosidase for conversion of plant cell 
wall carbohydrates to simple sugars 

335. 

7, 989, 524 

Fiber-reinforced starch-based compositions and 
methods of manufacture and use 

336. 

7, 988, 977 

Modified live Aeromonas hydrophila vaccine for 
aquatic animals 

337. 

7, 988, 958 

Enterococcus and Streptococcus strains and 
bacteriocins 

338 . 

7, 987,917 

Multistage crop roller 

339. 

7,982,003 

Creating designer antimicrobials; peptidoglycan 
hydrolase module shuffling 

340. 

7,977,083 

Method for microbial production of xylitol from 
arabinosG 

341 . 

7,972, 857 

Methods for the replacement, translocation and 
stacking of DNA in eukaryotic genomes 

342. 

7,960, 574 

Methods of separating oil from oil-containing 
seeds 

343. 

7,951,579 

Method for bacteriophage delivery and 
amplification 

344 . 

7, 951, 537 

Development of low allergen soybean seeds using 
molecular markers for the P34 allele 

345. 

7,947,867 

Ripening inhibition in the tomato Green-ripe 
mutant results from ectopic expression of a 
novel protein which disrupts ethylene signal 
transduction 

346. 

7,945,098 

Method for characterizing the density and cross- 
section morphology of trees 
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Patent Nxunber 

Title of Patent 

347 . 

1 , 943,766 

Low-carbohydrate digestible hydrocol loidal f.iber 
compositions 

348. 

7,943, 159 

Female sex pheromone of the dogwood borer (DWB), 
Synanthedon scituia, and attraction inhibitor 
(antagonist) 

349. 

7, 943, 142 

Euglenoid derived alkaloid 

350. 

7, 939, 633 

Decolorization/deodorization of corn zein 
products 

351 . 

7, 939, 308 

Bio-based method for making mannitol 

352. 

7, 935, 376 

Waxy wheat products and processes for producing 
same 

353. 

RE42, 313 

Chemically modified vegetable oil-based 
industrial fluid 

354 . 

7, 932,434 

Late blight resistance gene from wild potato 

355. 

7, 928,286 

Soybean gene for resistance to Aphis glycines 

356. 

7, 919,302 

Solenopsis invicta virus 

357 . 

7, 914,801 

Metabolizable oil e.mulsion adjuvants and 
vaccines for enhancing immuno-properties of 
antibodies and their subpopuiations 

358 . 

7, 914,777 

Gellable ant bait matrix 

359. 

7, 913,449 

Device for extending duration of volatile liquid 
lures 

360. 

7, 911,517 

Device and method for acquiring digital color- 
infrared photographs for monitoring vegetation 

361. 

PP21,765 

Hibiscus plant named 'Sahara Sunset' 

362. 

7, 901, 927 

Transfer and incorporation of heritable 
symbiotic fungi into non-host plants 

363. 

7,888, 500 

Preparation and uses of locked-ring sugar C- 
glycoside derivatives 

364 . 

7,887,818 

Neospo.ra caninum vaccine 

365. 

7,879, 379 

Method of pretreatinq citrus waste 

366. 

7,875, 262 

Aqueous starch-oil dispersions having improved 

UV stability and absorbing ability 

367. 

7,875, 090 

Method and apparatus to protect synthesis gas 
via flash pyrolysis and gasification in a molten 
liquid 

368. 

7,867,710 

Polymorphism in bovine prion protein gene 
sequence 

369. 

7,867,704 

Mycobacterial diagnostics 

370. 

7,863, 262 

Nitroxyl progenitors in the treatment of heart 
failure 

371. 

7, 860,214 

Correction of x-ray images 

372. 

7,858,893 

Sorting of agricultural process streams 

373. 

7, 858, 125 

Multi-component biocide composition for wood 
protection 

374 . 

7,851,170 

Hybridomas producing highly specific monoclonal 
antibodies to detect Mycobacterium avium 
subspecies paratubercuiosis 

37 5 . 

7,851, 010 

Process of making a product containing at least 
partially denatured milk protein 

376. 

7,833,533 

Enhanced antiviral activity against foot and 
mouth disease 

377 . 

7,824,690 

Marek's disease virus vaccine 
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378. 

7, 814, 848 

System for distributing poultry litter below the 
soil surface 

379. 

PP21, 379 

Peach tree named ’KV981175' 

380. 

PP21, 378 

Peach tree named 'KV00398' 

381. 

7, 807,721 

Compositions for inhibiting the scent tracking 
ability of mosquitoes in envi.ronmentaily defined 
three dimensional spaces 

382. 

7, 803,597 

Thermally-tolerant pectin methylesterase 

383. 

7, 796, 241 

Egg micro-crack detection systems 

384. 

7,794,714 

Newcastle disease virus monoclonal antibodies 

385. 

7,794, 601 

Pyrolytic products from poultry manure 

386. 

7, 790, 151 

Strain of the fungus Metarhizium anisopliae for 
controlling subterranean termites 

387 . 

7, 789, 268 

Sterilizable dispenser for sterilizable lancets 
for bleeding mice 

388 . 

7 , 7 8 8 , 8 4 '7 

Cross-linked biofiber products and processes for 
their manufacture 

389. 

7,787,111 

Simultaneous acquisition of fluorescence and 
reflectance imaging techniques with a single 
imaging device for multitask inspection 

390, 

7,785,376 

Method for binding compounds to textiles 

391. 

7,784,559 

Subsoil ripper with attachment 

392. 

PP21,222 

Southern highbush blueberry plant named 'TH-682' 

393. 

7,776, 337 

Bacteriocins and novel bacterial strains 

394 . 

7,771,528 

Processing for producing zein articles with 
limited solubility 

395. 

PP21, 179 

Walnut rootstock 'VX211' 

396. 

7,765,733 

Ultra-low oxygen treatment for post harvest pest 
control on agriculture products 

397. 

7,753,007 

Ear-a-round equipment platform for animals 

398. 

7,741,063 

Toxoplasma gondii oocyst protein 

399. 

7,740,889 

Bacteriocins and novel bacterial strains 

400 . 

7,736, 680 

Using mutations to improve Aspergillus phytases 

401. 

7,732, 666 

0~methyltransferase gene from sorghum cloning, 
expression, transformation and characterization 

402 . 

7,732, 579 

High-affinity monoclonal antibodies for 
botulinum toxin type A 

403. 

7,731, 939 

Vaccine compositions and adjuvant 

404 . 

7,727,514 

Compositions comprising a UV-absorbing 
chromophore 

405 . 

7,721, 980 

Method and apparatus for vacuum cooling of 
viscous mixtures 

406. 

7,721, 662 

Applicator system and method for the 
agricultural distribution of biodegradable and 
non-biodeqradable materials 

407 . 

7,718,782 

Charged sophorolipids and sophorolipid 
containing compounds 

408 . 

7,712,248 

Insect attractant releasing device 

409. 

7, 700, 356 

System for gene targeting and producing stable 
genomic transgene insertions 

410 . 

7, 691, 946 

Soy-based therraosensitive hydrogels for 
controlled release systems 
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411. 

7, 683,095 

Compositions and methods of treating, reducing 
and preventing cardiovascular diseases and 
disorders with polyinethoxYf lavones 

412 . 

7, 674,379 

Wastewater treatment system with simultaneous 
separation of phosphorus and manure solids 

413. 

7, 662,592 

Bacteriocin inducer peptides 

414 . 

7 , 655, 454 

Bacteriological culture medium for 
Campylobacteriaceae species 

415. 

7, 655,253 

Navel orangeworm pheromone composition 

416. 

7, 651, 582 

Wood adhesives containing solid residues of 
biomass fermentations 

417. 

PP20, 649 

Walnut rootstock 'RXl' 

418. 

7, 645, 818 

Material compositions for reinforcing ionic 
polymer composites 

419. 

7, 635, 663 

Method for thinning fruit blossoms using euqenol 

420. 

7, 634, 870 

Cytokinin enhancement of cotton 

421. 

7, 628, 979 

Use of calco oil blue V in bait formulations for 
marking and controlling subterranean termites 

422. 

7, 618,517 

Method and apparatus for monitoring liquid and 
solid contents in a froth 

423. 

7, 612,221 

Production of fatty acid alkyl esters 

424. 

7,607,338 

Handheld instrument for monitoring and/or 
identification of chemicals 

425. 

7,604,067 

Roller system for cover crop termination 

426. 

7, 601,346 

Choline-utilizing microbial strains for 
biologically controlling fusarium head blight 

427. 

7,591,881 

Methods and devices for humidity control of 
materials 

428. 

7,582,809 

Sorghum aluminum tolerance gene, SbMATE 

429. 

7,579, 183 

Saprophytic yeast, Pichia anomala 

430. 

7,579,016 

Methods for repelling arthropods using 
isolongifolenone analogs 

431. 

7,572, 610 

Methods of making compositions comprising a UV- 
Absorbing chromophore 

432. 

7,572, 602 

Nucleic acid encoding endolysin fusion protein 

433. 

7,572,468 

Extraction of carotenoids from plant material 

434 . 

7, 571, 061 

Non-destructive method of measuring a moisture 
content profile across a hygroexpansive, 
composite material 

435. 

7, 562, 517 

Rotary crimping apparatus for elevated crop beds 

436. 

7,556, 552 

Solitary bee emergence box 

437 . 

7,547,508 

Use of nanosecond scale, time-resolved, imaging 
to differentiate contemporaneous fluorescence 
responses from multiple substances 

438 . 

7,544,789 

DNA encoding Toxoplasma gondii rDGP5p Drote.in 

439. 

PP20, 033 

Ornamental Pepper named 'C5C69-12' 

440. 

7,534,917 

Method of producing dicarboxylic acids 

441. 

7,524,795 

Activated carbons from animal manure 

442 . 

PP19, 915 

Pepper named '05C37-3' 

443. 

PP19, 913 

Pepper named '06C84' 

444 . 

7,501,275 

Yeast transformation system 

445 . 

7,495,221 

Method and system for measuring optical 
properties of scattering and absorbing materials 
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446 . 

7 , 479, 381 

Production of itaconic acid by Pseudozyma 
antarctica 

44 7 . 

7 , 475, 087 

Computer display tool for visualizing 
relationships between and among data 

448 . 

7 , 465,543 

lylultiplex DNA, identification of clinical yeasts 
using flow cytometry 

449 . 

7 , 460,227 

Method to detect bone fragments during the 
processing of meat or fish 

450 . 

7 , 452, 544 

Bacteriocins and novel bacterial strains 

451 . 

7 , 446, 131 

Porous polymeric matrices made of natural 
polymers and synthetic polymers and optionally 
at least one cation and methods of making 

452 . 

7 , 442,528 

Modified alternan 

453 . 

7 , 439,419 

Solanum tuberosum . beta . -solanine/ . beta . - 
chaconine rhamnosyl transferase sequences and 
uses thereof 

454 . 

7 , 438,915 

Immunopotentiating effect of a Fomitella 
f raxinea-derived lectin on chicken irmr.unity and 
resistance to coccidiosis 

455 . 

7, 438,015 

Inhibiting ammonia emissions and odors from 
animal wastes with oil 

456. 

7, 425, 669 

Transgenic plants expressing puroindolines and 
methods for producing such plants 

457. 

7, 423, 068 

Control of parasitic mites of honey bees 

458 . 

7,419, 812 

Sequences encoding PhzO and methods 

459. 

7,418,866 

Method and apparatus for evaluation of standing 
timber 

460. 

7,396, 921 

Compositions and kits for detecting a sequence 
mutation in cinnamyl alcohol dehydrogenase gene 
associated with altered lignif ication in 
loblolly pine 

461. 

7, 390, 480 

Use of Paecilomyces spp. as pathogenic agents 
against subterranean termites 

462 . 

7,387,205 

Packaging system for preserving perishable items 

463 , 

7,381,305 

Method and apparatus for monitoring liquid and 
solid contents in a froth 

464 . 

7,378,557 

Methods for preparing isolongifolenone and its 
use in repelling arthropods 

465. 

7,375,259 

Solanum tuberosum sterol alkaloid 
giycosyltransf erase (SGT) a novel solanidine 
glucosyltransferase SGT2 and uses thereof 

466 . 

7,375,239 

Methods of separating ZE-nepetalactone and EZ- 
nepetalactone from catnip oil 

467 . 

7 , 361,351 

Method for sensitizing bovine mammary cells to 
respond to LPS 

468 . 

7 , 358, 072 

Fermentative production of mannitol 

469 . 

7 , 354, 904 

Bacteriocin inducer peptides 

470 . 

7 , 354,611 

Fecundity-promoting supplement for the insidious 
flower bug reared on artificial diet 

471 . 

7 , 351, 416 

Vaccines comprising acapsular P. multocida hya.E 
deletion mutants 

472 . 

7 , 351, 403 

Sunscreen reagents from unsaturated waxes and 
triglycerides 
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Patent Number 

Title of Patent 

473. 

7,341, 663 

Spiral-wound liquid membrane module for 
separation of fluids and gases 

47 4 . 

7,332,592 

Isolated recombinant bovine soluble CD14 
polypeptide, rbosCD14 

475. 

7, 332, 176 

Solenopsis invicta viruses 

476 . 

7, 332, 170 

Classical swine fever virus virulence 
determinant and a novel classical swine fever 
vaccine 

477 . 

7,330, 034 

Moisture measurement system for seed cotton or 
lint 

478 . 

7,322,369 

Methods of detaching microorganisms from, or of 
inhibiting microbial attachment to, animal or 
poultry carcasses or seafood or parts thereof 

479. 

7,316, 190 

Under bed fumigator 

480 . 

7,309, 505 

Using mutations to improve Aspergillus phytases 

481. 

7,309, 274 

In-hive trap and attractant composition for the 
control of the small hive beetle, Aethina tumida 

4 82. 

7,308,867 

Mechanism for prevention of diurnal feeding from 
wildlife treatment and feeding device 

483. 

PP18,291 

Rabbi teye blueberry plant named 'Vernon' 

484 . 

PP18, 151 

Southern highbush blueberry plant named 
'Camellia ' 

485. 

7,279, 448 

Poly{hydroxy thioether) vegetable oil 
derivatives useful as lubricant additives 

486. 

7,279, 163 

Water-in-oil emulsion vaccines 

487 . 

7,268, 273 

Recovering metals from soil 

488. 

7, 264, 637 

Method of inhibiting the burning of natural 
fibers, synthetic fibers, or mixtures thereof, 
or fabric or yarn composed of natural fibers, 
synthetic fibers, or mixtures thereof, and 
products produced by such methods 

489. 

7, 262, 010 

Real-time PCR primers and probes for 
identification of Ralstonia solanacearum race 3, 
biovar 2 in potato and other plants 

490. 

7,256, 029 

Biopolymer thickener 

491. 

7,254,493 

Pressure transducer based fluid velocity sensor 

492. 

7,244, 607 

Chromobacterium subtsugae sp. nov. for control 
of insect pests 

493. 

7,241, 612 

Methods and materials for control of insects 
such as pecan weevils 

494 . 

7, 238, 479 

Single nucleotide polymorphis.m markers in the 
bovine CAPNl gene to identify meat tenderness 

495. 

7,232, 663 

Assays employing novel substrates for measuring 
P450-mediated N-dealkylation 

496. 

7, 226, 735 

Xylose-fermenting recombinant yeast strains 

497 . 

7,220,583 

Pseudomonas avr and hop proteins, their encoding 
nucleic acids, and use thereof 

498 . 

7,214,524 

Marek’s disease virus vaccine 

499. 

7,208,476 

Mimetic insect allatostatin analogs for insect 
control 

500. 

7,208,303 

Bacterial nitric oxide synthases and uses 
thereof 
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Patent Number 

Title of Patent 

501 . 

7,208, 181 

Isolation of polyphenolic compounds from fruits 
or vegetables utilizing sub-critical water 
extraction 

502. 

7,204, 993 

Streptococcus agaiactiae vaccine 

503. 

7, 202, 063 

Processes for the production of rhamnolipids 

504. 

7,197, 993 

Under bed fumigator 

505. 

7,195,901 

Diacylglycerol acyltransferase and its use to 
preferentially incorporate fatty acids into 
diacylglycerol 

506 . 

7,194,979 

Method and device for scrubbing ammonia from air 
exhausted from animal rearing facilities 

507 . 

7,193,072 

Compositions to identify swine genetically 
resistant to F18 E. coli associated diseases 

508 . 

7, 192, 905 

Organophosphate insecticide synergists for fly 
and tick control 

509. 

7, 182, 954 

Prebiotic oligosaccharides via alternansucrase 
acceptor reactions 

510. 

7, 182,952 

Urea and nitrogen based compounds as feeding 
stimulants/aggregants and masking agents of 
unpalatable chemicals for subterranean termites 

511. 

PP17, 404 

Strawberry plant named 'MNUS 138' 

512. 

7, 176,244 

Use of 2-nitropropanol, 2-nitroethane, and 2- 
nitroethanol for control of microbial pathogens 

513. 

7, 169,815 

3-methoxybenzyl thiourea derivatives and 
improved lipid compositions containing same 

514 . 

7,163, 673 

Sunscreen reagents from hydroxy-substituted 
acylqlycerides 

515. 

7,160,706 

Tissue culture of plant material enriched in 
secondary metabolites 

516. 

7,148,397 

Solanum bulbocastanum late blight resistance 
gene and use thereof 

517 . 

7,138,373 

Polysaccharide-based polymers and methods of 
making the same 

518 . 

7,135, 871 

Soil moisture sensor 

519. 

7,132, 102 

Bacteriocins and novel bacterial strains 

520. 

7,129, 083 

PigqyBac transformation system 

521. 

7, 128, 207 

Emergency fire shelter storage system 

522. 

7,121, 040 

Combination foliage compaction and treatment 
method and apparatus 

523. 

7,115,295 

Methods of preparing corn fiber oil and of 
recovering corn aleurone cells from corn fiber 

524 . 

7,109, 380 

Cyclopentenedione antifungal compounds and 
methods for their use 

525. 

7,098,327 

Dual-functional ion exchange resins from 
agricultural by-products 

526. 

7,097,975 

PCR methods for the identification and detection 
of the soybean rust pathogen Phakopsora 
pachyrhizi 

527. 

7,090,701 

Methods of improving shrink-resistance of 
natural fibers, synthetic fibers, or mixtures 
thereof, or fabric or yarn composed of natural 
fibers, synthetic fibers, or mixtures thereof 

528. 

7,086, 184 

Subsoiling grapple rake 

529. 

7,084,083 

Radiant and convective heat resistant material 
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Patent Number 

Title of Patent 

530 . 

7 , 078, 913 

Multipath resistant microwave moisture sensor 

531 . 

7 , 078,384 

Mimetic insect aliatostatin analogs for insect 
control 

532 . 

7 , 074,559 

Mycobacterial diagnostics 

533 . 

7 , 070, 929 

Genetic markers for improved disease resistance 
in animals (BPI) 

534 . 

7 , 067,303 

Culture containing biomass acid hydrolysate and 
Coniochaeta ligniaria fungus 

535 . 

7 , 067, 122 

Modified live Edwardsiella tarda vaccine for 
aquatic animals 

536 . 

7 , 066, 995 

Compositions and film.s comprised of avian 
feather keratin 

537 . 

7 , 059, 072 

Subsoiiing excavator bucket 

538 . 

7 , 056, 864 

Methods of reducing pests by use of halogen 
substituted ethanol 

539 . 

7 , 053, 243 

S-Methoxybenzyl thiourea derivatives and 
improved lipid compositions containing same 

540 . 

7 , 049, 492 

Thlaspi caerulescens subspecies for cadmium and 
zinc recovery 

541 . 

7,049,105 

Modified alternan 

542. 

7,046,011 

High efficiency electrostatic air sampler 

543 . 

7,045,510 

Methods for prevention and treatment of mastitis 

544. 

7,043, 990 

System for and method of performing evaluation 
techniques on a log or round timber 

545. 

7,037,959 

Biodegradable polymer compositions methods for 
making same and articles therefrom 

546. 

7,024,942 

Method and apparatus for non-destructive 
detection of oits and seed fragments in fruit 

547 . 

7,018, 643 

Pesticide delivery system 

548. 

7,011, 824 

Methods of treating manure 

549 . 

7,005,296 

PiggyBac transformation system 

550. 

PP16,284 

Grapevine denominated 'Autumn King' 


7,001,755 

Bacillus species NRRL B-30212 for reducing 
Fusarium head blight in cereals 

552. 

PP16,229 

Grapevine denominated 'Scarlet Royal' 

553. 

6, 991, 930 

Biological control of postharvest decay of fruit 
using strains of Metschnikowia species 

554. 

6, 991,793 

Method of protecting fish against columnaris 
disease with modified live Flavobacterium 
columnare 

555. 

6, 989, 370 

Bacteriocins and novel bacterial strains 

556 . 

6 , 987, 125 

Compositions and methods of treating, reducing 
and preventing cardiovascular diseases and 
disorders with poiymethoxyf lavones 

557 . 

6 , 984,503 

Use of recombinant bovine CD14 in the treatment 
and prevention of coliforro mastitis in dairy 
cows 

558 . 

6 , 984,388 

Adhesion deficient isolate of Flavobacterium 
columnare against columnaris disease 

559 . 

6 , 984,381 

Vaccine for the prevention of bacterial 
infection of the bovine mammary gland 

560 . 

6 , 972, 169 

Fungal degradation and bioremediation system 
for CCA-treated wood 
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Patent Number 

Title of Patent 

561 . 

6, 969, 602 

Production of an immunova riant strain of 

Eimeria maxima contributes to strain cross- 
protection with other Eimeria maximas 

562 . 

6, 968,907 

Smooth rollinq cover crop roller 

563. 

6, 966, 142 

Insect trap 

564 . 

6, 965, 022 

Methods to identify swine genetically resistant 
to F18 E. Goli associated diseases 

565 . 

6, 958,360 

Attractant pheromone for the Colorado potato 
beetle 

566. 

6, 951, 726 

Real-time PCR assay of the bacterium 

Edwardsiella ictaluri in channel catfish 

567. 

6, 949, 250 

Selective algaecides for control of 
cyanochloronta 

568 . 

6, 939, 950 

Bovine tumor necrosis factor receptor-l and 
methods of use 

569. 

6, 939,864 

Animal feed compositions and methods of using 
the same 

570. 

6, 936,747 

Methods for the replacement, translocation and 
stacking of DNA in eukaryotic genomes 

571. 

6, 928,941 

Diamond row pattern planter 

572. 

PP15, 891 

Grapevine plant denominated 'Sweet Scarlet' 

573. 

6, 921,643 

Compositions and methods for detecting a 
sequence mutation in the cinnamyl alcohol 
dehydrogenase gene associated with altered 
liqnification in loblolly pine 

574 . 

6, 919, 202 

Utilization of invertebrate learning for 
flexible and sensitive monitoring and 
identification of chemicals 

575. 

6, 916, 469 

Gellable ant bait matrix 

576, 

6, 911, 437 

Saccharide derivatives especially useful in 
wound dressings 

577. 

6, 902,726 

Reduction of odor gases from waste using plant- 
derived oils 

578. 

6, 899, 910 

Processes for recovery of corn germ and 
optionally corn coarse fiber (pericarp) 

579. 

6, 893, 567 

Wastewater treatment system 

580. 

6, 893, 492 

Nanocomposites of cellulose and clay 

581 . 

6, 882, 279 

Sensor output analog processing-A 
microcontroller-based insect monitoring system 

582. 

6, 881, 506 

Radiant and convective heat resistant materials 
and emergency fire shelter made therefrom 

583. 

6, 881,412 

Modified live Fiavobacterium coiumnare against 
columnaris disease in fish 

584 . 

6, 872,813 

Genes coding for tomato .beta . -galactosidase 
po lypept ide s 

585. 

6, 872, 388 

Degradation of cercosporin by laccase 

586. 

6, 8 66, 8 58 

Method and compositions for attracting 
mosquitoes 

587 . 

6,855, 838 

Lipid rich compositions, production of lipid 
rich compositions, production of fatty acid 
alkyl esters from heterogeneous lipid mixtures 

588. 

6, 855, 526 

Method for making mannitol with Lactobacillus 
intermedins 
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Title of Patent 

589. 

6, 854,337 

Apparatus and method for measuring the mass of 
vegetation or fruit supported on a trellis 

590 . 

6,852,315 

Epoxidation of carbon-carbon double bond with 
membrane bound peroxygenase 

591. 

6,849, 439 

Modified barley .alpha . -glucosidase 

592 . 

6, 844, 353 

Fungicidal prope.rties of sampangine and its 
analogs to agriculturally important fungal plant 
pathogens 

593. 

6, 844,159 

Genetic markers for screening animals for 
improved disease resistance (NRAM?) 

594 . 

6, 843, 985 

Control of parasitic mites of honey bees 

595. 

6, 824,787 

Urea and nitrogen based compounds as feeding 
stimulants/aggregants and masking agents of 
unpalatable chemicals for subterranean termites 

596. 

6,809,231 

Flexible and absorbent alginate wound dressing 

597 , 

PP15,228 

Peach and nectarine rootstock named 'K146-43' 

598 . 

PP15,225 

Peach and nectarine rootstock nam.ed 'P30-135' 

599. 

PP15, 216 

Peach tree named 'Crimson Rocket' 

600 . 

6,800,279 

Chemical composition that attract arthropods 

601. 

PP15, 154 

Plum Tree named 'HoneySweet' 

602. 

6,793, 927 

Construction of Pasteurella haeraolytica 
vaccines 

603. 

6,789,417 

Method for sensing evaporation of a liquid 

604 . 

6,787,590 

Composites comprising plant material from 
Parthenium spp. and plastic 

605. 

6, 786, 948 

Method for phytomining of nickel, cobalt and 
other metals from soil 

606. 

6, 777, 573 

Method for the synthesis of ceralure B1 

607. 

6,773, 914 

PiggyBac transformation system 

608 . 

6,773,727 

Use of gossypol and related terpenes for 
control of urban and agricultural pests 

609. 

6, 772, 556 

Insect trap 

610, 

PP15, 063 

Peach tree named 'Sweet-N-UP' 

611. 

6,770, 440 

Polymerase chain reaction assay for the 
detection of Toxoplasma gondii 

612. 

6, 767,546 

Use of echinacea as a feed additive to enhance 
protection against coccidiosis 

613. 

6, 766, 612 

Apparatus and method to treat materials for 
pest control and storage 

614. 

6, 761, 911 

Use of chlorate ion or preparations thereof for 
reduction of food borne pathogens 

615. 

6, 746, 870 

DNA recombination in eukaryotic cells by the 
bacteriophage PHIC31 recombination system 

616. 

6, 740,319 

Chemical attractants for yellowjacket wasps 

617. 

6, 737,260 

Sequences encoding PhzO and methods 

618 . 

6,737, 099 

Process for the deagglomeration and the 
homogeneous dispersion of starch particles 

619. 

6,733,976 

Detection of bacterial kidney disease 

620. 

6,733, 965 

Microsatellite DNA markers and uses thereof 

621. 

6, 730,249 

Methods of making composites containing 
cellulosic pulp fibers 

622. 

6,727,087 

Fungal degradation and bioremediation system 
for pentachlorophenol-treated wood 




491 



Patent Number 

Title of Patent 

623. 

6,710, 166 

41 JcDa Cryptosporidium parvum oocyst wall 
protein 

624 . 

6,709, 763 

Formation of hydrophilic polysaccharide 
coatinqs on hydrophobic substrates 

625. 

6, 707,384 

Sensor output analog processing--A 
microcontroller-based insect monitoring system 

62 6. 

6, 706, 94B 

Sugarcane UBI9 gene promoter and m^ethods of use 
thereof 

627 . 

6, 703, 540 

Transformation of plants with a 
chloroperoxidase gene to enhance disease 
resistance 

628. 

6, 703,014 

Attractants and repellants for Colorado potato 
beetle 

629. 

6, 696, 562 

Avian astrovirus 

630. 

6, 696,282 

Fusarium sporotrichioides strains for 
production of lycopene 

631. 

6, 694,862 

Accessible hand pump 

632. 

6, 692, 970 

Automated carbon efflux system 

633. 

6, 692, 963 

Method of reproducing plants by somatic 
embryoqenesis 

634 . 

6,691,563 

Universal dielectric calibration method and 
apparatus for moisture content determination in 
particulate and granular materials 

635. 

6, 691, 453 

Naphthalenic compounds as termite bait 
toxicants 

636. 

6, 689,397 

Identification of snake repellents 

637 . 

6, 689, 383 

Ch.romium-histidine complexes as nutrient 
supplements 

638 . 

6, 686, 513 

Sugarcane ubi9 gene promoter sequence and 
methods of use thereof 

639. 

6, 677,469 

Supercritical fluid fractionation process for 
phytosterol ester enrichment vegetable oils 

640 . 

6, 673, 566 

Diagnosis of pathogen infections through 
analysis of nitrite production by antigen 
stimulated leukocytes 

641. 

6, 670, 374 

Swainsonine compounds as inhibitors of toxin 
receptor expression 

642. 

6, 669, 962 

Starch microcapsules for delivery of active 
agents 

643. 

6, 664, 371 

Mimetic insect allatostatin analogs for insect 
control 

644 . 

6, 664, 102 

Fungal degradation and bioremediation system 
for creosote-treated wood 

645 . 

6, 660, 775 

Method and compositions for inhibiting the 
scent tracking ability of biting midges 

64 6. 

6, 660,291 

Use of paecilomyces spp. as pathogenic agents 
against subterranean termites 

647 . 

6, 657,110 

Cytoplasm for maize 

648 . 

6, 653,505 

3-Methoxybenzyl thiourea derivatives and 
improved lipid compositions containing same 

649. 

6, 647,799 

Soil strength measurement for site-specific 
agriculture 

650. 

6, 644,905 

Bin filler for fruit crops 
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Title of Patent 

651 . 

6, 639, 132 

Altered fatty-acid, protein, oil, and starch 
corn lines and method for producing same 

652 . 

6, 638,766 

Promoter of the sugarcane UBI4 gene 

653. 

6, 638,552 

Glutenin genes and their uses 

654 . 

6, 632, 862 

Biodegradable polymer compositions, methods for 
making same, and articles therefrom 

655. 

6, 632,387 

Method for making wood and plastic composite 
material 

656. 

6, 630, 618 

Transgenic plants having non-pathogen induced 
systemic acquired resistance (SAR) 

657 . 

6, 630,543 

Method of making biodegradable polymer 
compositions 

658. 

6, 627,785 

Wound dressings with protease-lowering activity 

659. 

6, 627, 188 

Method of reducing bacterial enteropathogens in 
the crop of fowl subjected to feed withdrawal 

660. 

6, 623, 779 

Intermediate-moisture formed food products made 
from partially dehydrated fruit and/or 
veqetables and novel methods of packing thereof 

661. 

6, 622, 957 

Single operator variable size hose winder 

662. 

6, 622, 565 

Fluid pressure measurement by mechanical 
compression of tubing 

663. 

6, 620, 986 

Transformation of Ricinus communis, the castor 
plant 

664 . 

6, 615,454 

Enhanced separation of contaminants from fibers 
such as cotton, kenaf and flax 

665. 

6,613,378 

Sugar-based edible adhesives 

666. 

6,610,347 

Fiber enriched foods 

667 . 

6, 608, 039 

Chemically synthesized sugar esters for the 
control of soft-bodied arthropods 

668 . 

6,607,721 

Methods and compositions for controlling 
coleopteran infestations 

669. 

6, 605,598 

Chemically synthesized sugar esters for the 
control of soft-bodied arthropods 

670. 

6, 605,283 

Nucleotide sequence for the Avian 

Metapneumovirus (Colorado) attachment 
glycoprotein gene 

671. 

6, 600, 090 

Transgenic plants expressing puroindolines and 
methods for producing such plants 

672. 

6,599,523 

Preparation of peroxide-oxidized, sulfonated, 
and phosphorylated cotton 

673. 

6, 596, 930 

Modification of cereal grain hardness via 
expression of puroindoline protein 

674 . 

6, 596, 923 

Methods and compositions to identify swine 
genetically resistant to F18 S. coli associated 
diseases 

675. 

6, 592, 921 

Method of removing the hull from corn kernels 

676. 

6, 587,575 

Method and system for contaminant detection 
during food processing 

677 . 

6, 586, 628 

3-Methoxybenzyi thiourea derivatives and 
improved lipid compositions containing same 

678 . 

6, 586, 036 

Process for increasing the rate of hydration of 
food crop seeds 

679. 

6, 585, 991 

Termite bait matrix 
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680. 

6, 583, 302 

Chemically modified vegetable oil-based 
industrial fluid 

681 . 

6, 576, 457 

Fungal media and methods for continuous 
propagation of vesicular-arbuscular mycorrhizal 
(VAM) fungi in root organ culture 

682 . 

6,567,538 

Real time measurement system for seed cotton or 
lint 

683. ■ 

6, 566, 125 

Use of enzymes to reduce steep time and S02 
requirements in a maize wet-milling process 

684 . 

6, 562,841 

Methods and compositions for repelling 
arthropods 

685. 

6, 562, 600 

Production of cyclic alternan tetrasaccharides 
from oligosaccharide substrates 

686. 

6,562,337 

Yeasts for reducing fusarium head blight in 
cereals and selection thereof 

687, 

6,559, 121 

Vaccines for the protection of cattle from 
psoroptic scabies 

688. 

6,555, 106 

System for the control of enteropathogenic 
bacteria in the crops of poultry 

689. 

6,551,825 

PiggyBac transposon-based genetic 
transformation system for insects 

690. 

6, 551,599 

Monoclonal antibodies against Campylobacter 
jejuni and Campylobacter coli outer membrane 
antigens 

691. 

6,551,007 

Joint for connecting wood members 

692. 

6, 550,419 

Arthropod diet delivery system 

693. 

6,548,742 

Development of resistance to raspberry bushy 
dwarf virus 

694. 

6,541,725 

Acoustical apparatus and method for sorting 
objects 

695. 

6,539,585 

Device to separate contaminants from cotton and 
flax 

696. 

6, 537, 947 

Activated carbons from low-density agricultural 
waste 

697 . 

6, 537, 625 

Concentric finger jointed timber 

698. 

6, 536, 690 

Method for separating elastomeric particulates 
from fibers 

699. 

RE38, 028 

Molecular genetic construction of vaccine 
strains of pasteurellaceae 

700. 

6, 528,571 

Extrusion freeform fabrication of soybean oil- 
based composites by direct deposition 

701. 

6, 528,049 

Bisexual attractants, aggregants and arrestants 
for adults and larvae of codling moth and other 
species of lepidoptera 

702. 

6, 527,059 

Loosened soil relative to sweeps for energy 
reduction on chisel plows 

703. 

6, 524, 601 

Formulated arthropod cadavers for pest 
suppression 

704 . 

6, 521, 454 

Baculoviruses, insecticidal compositions, and 
methods for control of invertebrates 

705. 

6, 521,435 

Nucleic acid sequences encoding cell wall- 
degrading enzymes and use to engineer resistance 
to Fusarium and other pathogens 
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706. 

6, 521,229 

41 kDa Cryptosporidium parvum oocysL wall 
protein 

707 . 

6,514,707 

Methods for detection of prion protein as an 
indication of transmissible spongiform 
encephalophathies 

708 . 

6, 506, 885 

Monoclonal antibodies to the drug tilmicosin 
and a method for detecting the same 

709 . 

6, 506, 597 

Artificial diets for arthropods 

710. 

6, 503, 698 

Cryopreservation of swine embryos 

711. 

6, 502 , 531 

Device and method for examination and handling 
of deer and other animals 

712 . 

6, 500, 425 

Inhibiting plant pathogens with an antagonistic 
microorganism { s ) 

713 . 

6, 495, 145 

LktA deletion mutant of P. haemolytica 

714 . 

6, 495, 134 

Fungal strains for degradation and 
bioremediation of CCA-treated wood 

715. 

6,492,537 

Solvent fractionation of menhaden oil and 
partially hydrogenated menhaden oil for making 
lipid compositions enriched in unsaturated fatty 
acid-containing triacylglycerols 

716. 

6, 490, 917 

Maqnetostrictive precipitation gage 

717. 

PP13, 314 

Ornithoqalum plant named 'Chesapeake Blaze' 

718. 

PP13, 298 

Ornithoqalum plant named 'Chesapeake Sunburst' 

719. 

6,486, 384 

Methods and compositions for transformation of 
cereals using cultured shoot meristematic tissue 

720. 

6,485, 949 

Epoxidation of carbon-carbon double bond with 
membrane bound peroxygenase 

721. 

PP13,200 

Ornithoqalum plant named 'Chesapeake Snowflake' 

722. 

6,479, 275 

Penicillium isolates for modifying alternan 

723. 

6,475,527 

Use of chlorate ion or preparations thereof for 
reduction of food borne pathogens 

724. 

PP13, 154 

OrniLhoqalum plant named 'Chesapeake Sunset' 

725. 

6, 467, 352 

Method and apparatus for on-line monitoring of 
log sawing 

726. 

6, 465, 194 

Monoclonal antibodies to 4,4’- 
dinitrocarbani I ide and a method for analyzing 
for the drug nicarbazin 

727 . 

6, 464, 995 

Treated horticultural substrates 

728. 

6, 4 61, 999 

Starch-containing lubricant systems for oil 
field applications 

729. 

6, 455, 036 

Granulated formulation and method for 
stabilizing biocontrol agents 

730. 

6, 454, 098 

Mechanical-pneumatic device to meter, 
condition, and classify chaffy seed 

731, 

6,451, 984 

Chicken monoclonal antibodies specific for 
coccidial antigens involved in invasion of host 
lymphocytes 

732. 

6,448,391 

Ubiquitin-lytic peptide qene promoter 

733. 

6, 447,770 

Biocontrol agents for take-all 

734 . 

6, 442, 920 

Mechanical harvester for tree fruits 

7 35. 

6, 440, 406 

Attractant for monitoring and control of adult 
scarabs 

736. 

PP12, 850 

Ornithogalum plant named 'Chesapeake Starlight' 




495 



Patent Number 

Title of Patent 

737 . 

6, 423, 310 

Biological coating with a protective and 
curative effect for the control of postharvest 
decay 

738 . 

6, 419, 922 

Candida saitoana compositions for biocontrol of 
olant postharvest decay 

739. 

6, 418, 750 

Multi-purpose cryogenic surface device 

740. 

6, 413, 508 

Green leaf volatiles as synergists for insect 
pheromones 

741. 

6,410, 223 

Direct polymerase chain reaction assay, or bio- 
PCR 

742. 

6, 406, 907 

Bovine tumor necrosis factor receptor-l and 
methods of use 

743. 

PP12, 686 

Peach tree named 'Gulfprince' 

744 . 

6, 402, 887 

Biopulping industrial wood waste 

745. 

6, 399, 800 

Process for the production of fatty acid alkyl 
esters 

746. 

6, 395, 879 

Monoclonal antibodies against Campylobacter 
jejuni and Campylobacter coii outer membrane 
antigens 

747 . 

6, 391, 348 

Method of reducing cholesterol in eggs 

748 . 

6, 387, 691 

Fungal degradation and bioremediation system 
for ACQ-treated wood 

74 9 . 

6, 387,689 

Fungal degradation and bioremediation system 
for creosote-treated wood 

750. 

6, 383, 800 

Fungal degradation and bioremediation system 
for pentachlorophenol-treated wood 

751. 

6, 383, 548 

Coby products and a process for their 
manufacture 

752. 

6,379, 958 

Selected insect cell line clones providing 
increased yield of bacuioviruses and gene 
expression products from recombinant 
bacuioviruses 

753. 

6,379, 726 

Edible, water-solubility resistant casein 
masses 

754. 

6, 379, 677 

Streptococcus iniae vaccine 

755. 

6, 375, 943 

Attractant for the mediterranean fruit fly, the 
method of preparation and method of use 

756. 

6, 372, 962 

Pathogen resistance in plants using CDNA- 
N/ intron constructs 

757. 

6, 372,479 

Fusarium sporotrichioides strains for 
production of B-carotene 

758 . 

6, 372, 241 

PVC/ twine dispenser for pheromones 

759. 

6, 368,847 

Selective media for recovery and enumeration of 
Campylobacters 

760. 

6,364,738 

Solitary bee nesting block 

761. 

6, 363, 844 

Mobile system to repackage compressible 
materials 

762 . 

6, 362, 256 

Biodegradable polymer compositions, methods for 
making same and articles therefrom 

763. 

6, 362, 235 

Method, apparatus and compositions for 
inhibiting the human scent tracking ability of 
mosquitoes in environmentally defined three 
dimensional spaces 

7 64 . 

PP12, 481 

Papaya plant named 'Laie Gold' 
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Patent Number 

Title of Patent 

765. 

PP12, 480 

Papaya plant named 'Poamoho Gold' 

766. 

6, 355,859 

Interactions between genotype and diet in swine 
that prevent E. coli associated intestinal 
disease 

767 . 

6, 346, 240 

Methods of treating animal waste slurries 

768 . 

6, 346, 236 

Sunscreens from vegetable oil and plant phenols 

769 . 

6, 345, 671 

Flexible ground-driven residue management wheel 

770. 

6, 344,574 

Solvent fractionation of chicken fat for making 
lipid compositions enriched in unsaturated fatty 
acid-containing triacylglycerols 

771. 

6,344, 191 

Chemical attractants for moths 

772. 

6,325,215 

Method and apparatus for separating elastomeric 
particulates and fibers from a pulverized 
mixture 

773. 

6, 322,780 

Marek's disease virus vaccines for protection 
against Marek's disease 

774 . 

6, 316, 649 

Biodegradable oleic estolide ester having 
saturated fatty acid end group useful as 
lubricant base stock 

775 . 

6,316, 19,6 

Method for differentiating between the casual 
agents of karnal bunt wheat fungus and ryegrass 
smut using PCR 

776. 

6, 316, 017 

Composition and apparatus useful for attracting 
and controlling insect pests 

777 . 

6, 312, 940 

Bacillus species for reducing fusarium head 
blight in cereals 

778 . 

6, 312, 826 

Paper coated with polymerized vegetable oils 
for use as biodegradable mulch 

77 9. 

6, 310, 136 

Blends of biodegradable poly (hydroxy ester 
ether) thermoplastic with renewable proteins 

780. 

6, 310, 091 

Fungicidal saponin, CAY-1, and isolation 
thereof from Capsium species fruit 

781. 

6, 310, 007 

7, 10, 12-trihydroxy-8 (E) -octadecenoic acid and 
derivatives and uses thereof 

782. 

6, 306, 913 

Container for 4-allylanisoie and analog 
scolytid pesticides 

783. 

6,306, 416 

Composition and apparatus useful for attracting 
and controlling insect pests 

784. 

6,306, 386 

Biological control formulations containing 
spores of nontoxigenic strains of fungi for 
toxin control of food crops 

785. 

6, 303, 130 

Pasteurella haemoiytica vaccine inactivated by 
ultraviolet light 

786. 

6, 298,597 

Non-edible foraging matrix insert for 
subterranean termite control 

787 . 

6, 296, 879 

Ruminal fluid inoculation of calves 

788 . 

6, 295, 907 



Method and apparatus for on-line monitoring of 
log sawing 

789. 

6, 294,577 

Repellent for ants 

790. 

6,293,429 

Variable-rate, digit ally- control led fluid 
metering device 

791. 

6, 291, 666 

Spike tissue-specific promoter 
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Patent Number 

Title of Patent 

792. 

6, 280, 986 

Stabilization of pet operon plasmids and 
ethanol production in bacterial strains lacking 
lactate dehydrogenase and pyruvate formate lyase 
activities 

793. 

6, 277,973 

Cloning and expression of a DNA sequence 
encoding a 41 kDa Cryptosporidium parvum oocyst 
wall protein 

794 . 

6, 277,625 

Transgenic strains of Pseudomonas for 
biocontrol of plant root diseases 

7 95. 

6, 277,580 

Species-specific genetic identification of 
Mycobacterium paratuberculosis 

796. 

6, 276, 209 

System and method of assessing the structural 
properties of wooden members using ultrasound 

797 . 

6,274,534 

Control of kudzu with a fungal pathogen derived 
from Myrothecium verrucaria 

798 . 

6,274,334 

Monoclonal antibody, cell line and immunoassay 
for ractopamine 

799. 

6, 270, 883 

Composites containing cellulosic pulp fibers 
and methods of making and using the same 

800. 

6,268,547 

Transformation of wheat with the cyanamide 
hydratase gene 

801. 

6,268,189 

Fungal lactate dehydrogenase gene and 
constructs for the expression thereof 

802. 

6,267,953 

Chemical composition that attract arthropods 

803. 

6, 264,939 

Bisexual attractants, aggregants and arrestants 
for adults and larvae of codling moth and other 
species of lepidoptera 

804. 

6,262,248 

RPS gene family, primers, probes, and detection 
methods 

805 . 

6,261,790 

Monoclonal antibodies and antibody cocktail for 
detection of prion protein as an indication of 
transmissible spongiform encephalopathies 

806 . 

6,261,769 

Intergenic spacer target sequence for detecting 
and distinguishing Chlamydial species or strains 

807 . 

6,258,391 

Application of high pressure carbon dioxide for 
accelerated manufacture of hard cheese 

808 . 

6, 245,294 

Method and apparatus for surface treatment of 
materials 

809. 

6,244,213 

Device and method for rapidly loading insect 
eggs into rearing containers 

810. 

6, 242, 420 

Elicitor protein produced by Trichoderma virens 
that induces disease defense response in plant 

811. 

6, 239, 078 

Matter of composition and method for using the 
same as plant bioregulators 

812. 

6,238, 677 

Starch microcapsules for delivery of active 
agents 

813. 

6, 235, 683 

Method for enhanced supercooling of plants to 
provide frost protection 

814 . 

6, 235, 528 

Artificial diets for arthropods 

815 . 

6,232, 880 

Animal control system using global positioning 
and instrumental animal conditioning 

816. 

6, 232, 528 

Disease resistance in vitis 

817. 

6, 228,355 

System for the control of enteropathoqcnic 
bacteria in the crops of pou.ltry 
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Patent Number 

Title of Patent 

818. 

6, 224,921 

Rice flour based low oil uptake frying batters 

819. 

6,223,463 

Insect barrier system for prevention of the 
passage of crawling insects 

820. 

6, 221, 348 

Immune lymphokine-mediated control of 
Salmonellosis in swine 

821. 

6, 218,185 

Piggybac transposon-based genetic 
transformation system for insects 

822 . 

6, 214,335 

Livestock mucosal competitive exclusion culture 
to reduce enteropathogenic bacteria 

823. 

6, 211, 168 

Methods for preparation and use of 1. alpha., 24 
(S) -dihydroxy vitamin D2 

824. 

6, 210, 931 

Ribozyme-mediated synthesis of circular RNA 

825. 

6, 207,881 

Control of fruit ripening through genetic 
control of ACC synthase synthesis 

826, 

6, 207, 712 

Plant volatile elicitor from insects 

827. 

6, 207,643 

Mimetic insect allatostatin analogs for insect 
control 

828 . 

6, 204, 049 

Fungal compositions for bioremediation 

829. 

6,201,144 

Preparation of secondary ether fatty acids and 
esters from their hydroxy fatty acid equivalents 

830. 

6, 200, 789 

Enzymatic treatment of proteinaceous animal by- 
product materials to impart cohesion and 
strength 

831. 

6, 197,363 

Methods for producing cooked sweecpotato 
products and compositions thereof 

832. 

6, 193, 949 

Method of sire selection using naloxone 
challenge tests and kits thereof 

833. 

6, 191, 196 

Biodegradable polymer compositions, methods for 
making same and articles therefrom 

834, 

6, 190, 653 

Chemical attractants for moths 

835. 

6, 190, 652 

Volatiles of Japanese honeysuckle flowers as 
attractants for adult Lepidopteran insects 

836. 

6, 190, 151 

Apparatus for molding three-dimensional objects 

837. 

6, 189, 466 

Noxious weed control by soil solarization 

838. 

6, 184,434 

Steinernema sp. nematode for suppression of 
Helicoveroa zea and Spodoptera frugiperda 

839. 

6,184,246 

Inhibition of cytokine production by 
polymethoxylated flavones 

840. 

6, 184,000 

System for the sequential, directional cloning 
of multiple DNA sequences 

841 . 

6, 180, 378 

Immobilization of bioactive protein in 
phyllosilicates 

842 . 

6, 177,415 

Bacteriohopanetetrol and related compounds 
useful for modulation of lipoxygenase activity 
and anti-inflammatory applications 

843. 

6, 177,073 

Aggregation pheromone for the asian longhorned 
beetle, anoplophora glabripennis {coleoptera: 
cerambycidae ) 

844 . 

6, 174,725 

Altering wheat dough viscoelasticity with 
modified glutenins 
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Mr. Aderholt: Is USDA currently collecting incorr.e from any 
patents? If so, how much and where is the income going? 

Response: In FY 2015, the USDA received $5,066,988 in licensing 
income from patents. Of that income, $1,632,130 was given to inventors, 
$2,819, 906 was used for salaries, and $614,952 was iised to pay for 
patent filing preparation, fees and annuity payments. 
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QUESTIONS SUBMITTED BY CHAIRMAN HAROLD ROGERS 
APHIS Personnel Security 

Mr. Rogers: APHIS personnel attend a number of Tennessee 
Walking Horse shows each year as part of their responsibility for 
enforcement of the Horse Protection Act. It has been reported that 
these personnel have been accompanied by a large number of armed 
security, and the ratio of security to APHIS personnel is often 5:1 or 
6:1. Please provide to the Committee a detailed explanation for this 
security and copies of all specific or detailed threats to APHIS 
personnel attending these events in the last year. Also, provide to 
the Committee a detailed outline of how this security is contracted 
and the cost of this security broken down by every show where armed 
security has accompanied APHIS personnel. 

Response: In response to reported assaults, threats, and acts of 

harassment and intimidation against APHIS personnel, as well as crowd 
control issues at horse shows, it is standard practice to hire armed 
security guards for every horse show APHIS personnel attend. The 
number of security personnel hired for a specific event is based on 
several factors, including, but not limited to: the number of APHIS 
personnel attending the event, any history of incidents at the venue, 
and a projected number of security personnel necessary to safely 
evacuate APHIS personnel in the event of a significant 
incident. Twenty six security incidents were reported in 2015 
including crowd control issues, harassment, verbal abuse, intimidation, 
and physical threats to inspectors. APHIS contracts with a private 
security company who subcontracts each horse show to a private security 
company in the venue area. 

The following is a list of 2015 horse show security costs. 

[The information follows:] 
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Location 

Dates 

Security Costs 

Harrison, AR 

03/12 - 03/20 

$8,000 

Decatur, AL 

04/02 - 04/04 

$5, 050 

Pearl, MS 

03/26 - 03/28 

$3,390 

Shelbyville, TN 

4/11/2015 

$369 

Shelbyville, TN 

05/01 - 05/02 

$4,074 

Lexington, KY 

5/16/2015 

$1,597 

Humboldt, TN 

5/8/2015 

$1,912 

Columbia, TN 

04/24 - 04/25 

$4,565 

Shelbyville, TN 

05/21 - 05/22 

$2,851 

Englewood, TN 

5/23/2015 

$1,236 

Castlewood, VA 

5/30/2015 

$1, 901 

Prestonburg, KY 

5/29/2015 

$1,523 

Lexington, VA 

5/29/2015 

$1, 576 

Lawrenceburg, TN & Savannah, TN 

06/05 - 06/06 

$3,480 

Carthaqe, TN 

6/19/2015 

$2,037 

Lawrenceburg, TN & Savannah, TN 

06/14 - 06/16 

$5,364 

Olive Hill, KY & Sevierville, KY 

06/14 - 06/15 

$2, 627 

Decatur, AL 

06/12 - 06/13 

$3, 154 

Mt. Vernon, MO 

06/05 - 06/06 

$2,577 

Cottageville, WV 

5/30/2015 

$1,363 

Danville, WV & Broodhead, KY 

07/10 - 07/11 

$7,374 

Cornersville, TN 

07/10 - 07/11 

$4, 969 

Dandridge, TN & Irvine, KY 

06/26 - 06/27 

$10,718 

Shelbyville, TN & Woodbury, TN 

07/02 - 07/04 

$15,202 

Cookeville, TN 

7/18/2015 

$4,403 

Tollesboro, KY & Frankfort, KY 

07/17 - 07/18 

$5,880 

Nashville, TN 

07/24 - 07/25 

$9, 734 

Smyrna, TN 

07/30 - 08/01 

$12,862 

Stanford, KY 

8/8/2015 

$2,620 

Roqesville, MO 

8/8/2015 

$618 

Lewisburg, WV 

08/21 - 08/22 

$4,136 

Decatur, AL 

09/18 - 09/19 

$5, 165 

Shelbyville, TN (Celebration) 

8/25 - 09/05 

$58,374 

Decatur, AL 

09/25 - 09/26 

$5,384 

Fletcher, NC 

10/08 - 10/10 

$6, 351 

White Pines, TN 

10/16 ~ 10/17 

$5,592 

Marshfield, MO 

10/02 - 10/03 

$3, 222 

Decatur, AL 

10/16 - 10/17 

$6, 209 

Richmond, KY 

10/24/2015 

$1, 696 

Tunica, MS 

11/05 - 11/07 

$9, 449 

Shelbyville, TN 

11/14/2015 

$1,231 

Nashville, TN 

11/13/2015 

$386 


Total : 

$240,223 
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Horse Protection Act Expenditures 

Hr. Rogers: In FY 2015, Congress appropriated $697,000 to APHIS 
for enforcement of the Horse Protection Act. Please provide to the 
Committee a detailed accounting of all expenditures made or incurred as 
a result of this enforcement responsibility during the 2015 show 
season. Additionally, please provide a detailed accounting of all 
APHIS expenditures associated with the 2015 National Celebration show 
in Shelbyville, Tennessee. 

Response: The information is submitted for the record, 

[The information follows:] 


FY 2015 Expenditures 

Salaries and Benefits 

$268,598 

Travel 

$218,791 

Communications and Shipping 

$18,807 

Contracts 

$163, 063 

Supplies and Equipment 

$11,739 

Other 

$2 

Total 

$681, 000 


FY 2015 Expenditures for the National Tennessee Walking Horse 
Celebration: 


Salaries and Benefits 

$35,890 

Travel 

$31, 919 

Contracts 

$60, 523 

Total 

$128,332 
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Mr. Rogers: In FY 2015, Congress appropriated $697,000 to APHIS 
for enforcement of the Horse Protection Act. Please provide to the 
Conuiiittee a detailed accounting of all expenditures made or incurred as 
a result of this enforcement responsibility during the 2015 show 
season. Additionally, please provide a detailed accounting of all 
APHIS expenditures associated with the 2015 National Celebration show 
in Shelbyville, Tennessee . 

Response: The information is submitted for the record. 

[The information follows:] 


FY 2015 Expenditures 

Salaries and Benefits 

$268,598 

Travel 

$218,791 

Communications and Shipping 

$18,807 

Contracts 

$163, 063 

Supplies and Equipment 

$11, 739 

Other 

$2 

Total 

$681, 000 


FY 2015 Expenditures for the National Tennessee Walking Horse 
Celebration : 


Salaries and Benefits 

$35, 890 

Travel 

$31, 919 

Contracts 

$60, 523 

Total 

$128,332 


APHIS Inspections and the Scar Rule 

Mr. Rogers: Please provide to the Committee a detailed written 
explanation of the inspection methodology of APHIS veterinary medical 
officers when attending a Tennessee Walking Horse show. Additionally, 
provide the committee with the total number of scar rule violations 
for 2015 and the mechanism APHIS utilizes to track scarring in those 
same horses throughout the season. 

Response: APHIS provides information, including presentations 

and protocols, related to the inspection processes that APHIS 
veterinary medical officers use at horse show events on the Agency's 
website. The Agency provides annual training to industry-hired 
inspectors, known as Designated Qualified Persons (DQPs), on inspection 
methodologies for determining compliance with the Horse Protection Act. 
APHIS inspectors use the same methodology outlined in the training 
provided to DQPs. A copy of the presentation has been submitted for 
the record. 

In FY 2015, APHIS found 237 violations of the scar rule while 
conducting inspections at horse events. APHIS records noncompliance 
with the scar rule on an inspection-by-inspection basis, and does not 
maintain a system that tracks the identity of horses. 


[The information follows:] 
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Thermography 

Mr. Rogers: Does the Department of Agriculture and APHIS view 
thermography as an effective means of detecting scarring, and for the 
2015 season, how often has thermography accurately detected scarring? 
Has this technology been the subject of peer review analysis for the 
specific application of usage at a Tennessee Walking Horse event? If 
so, please provide this documentation to the Committee. Also, does 
the Department or APHIS retain or utilize outside contractors for 
assistance with all aspects of thermography usage and, if so, provide 
a detailed accounting to the Committee of the costs associated with 
these services and the Department's written conflict-of-interest 
policies on outside contractors receiving compensation connect to 
thermography products used by the Department. 

Response: APHIS uses thermography as a screening tool for signs 

of soring. APHIS does not use it as a tool for determining compliance 
with the Horse Protection Act, including compliance with the scar rule. 
APHIS is aware of peer reviewed research related to the use of 
thermography specific to Tennessee Walking Horses. A copy of the paper 
is being submitted for the record. 

APHIS does not retain or utilize outside contractors for all aspects of 
the Agency's use of thermography. In FY 2015, APHIS consulted with two 
members of the American Association of Equine Practitioners regarding 
the use of the thermography and digital radiography equipment. 

However, APHIS does not use consultants/contractors for any equipment 
purchased to support the Horse Protection program, and therefore there 
is no associated compensation. 

[The information follows:] 
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Thermography in the Diagnosis of Inflammatory 
Processes in the Horse 


Ham C. Furohit, BKS’c c& AH, PhD, and Michael D. McCoy, DVM, MS 


SUMMARY 

To evaluai e the use of thermography in equine medieme. 
a three-phase stiidv was conducted. In the first phase, six 
horses were examined therniographically. Irttfore and after 
exercise, to determine a normal thermal pattern. In the 
second phase, nine honses with acute and chr«»nic inflam- 
matorv proee.s.ses were <'Xiimiiied ihennographically. In the 
third phase, thermography was used to evaluate the effec- 
tiveness of anti-infiammatory drugs on chenucaHy induced 
inflammatory' reactions. 

All normal horses tested had similar infrared emission 
patterns. There was a high degree of .symmetry Iretween 
right ami left and Iretween front (dorsal) to rear (palmar, 
plantar) in the legs distal to the carpu-s and the tarsus. The 
warmer areas of the ihermogram fended to follow major 
vascular struclures. The coronary band wa.s the warmest 
area of the leg. Heal increase due to exercise did not 
substantially alter the normal thermographic pattern. 

U.se of thermography in clinical case-s successfully de- 
lected a .subluxalion of the thin! lumbar vertebra, a subsolar 
abscess, alveolar periostitis and ah.sce.ss, laminitis, .serou-s 
arthritis of the femoropatcilar joint, and tendonitis. 

'[’hermography was effective in quantitative and quali- 
tative evaluation of anti-lnnammatory compounds in the 
treatment of chemically induced inllammation. 


Thennogra|)hy is a relatively new noninvasive diagno.s- 
tic technique which provide.s a pictorial image (»f skin in- 
frared (!K) emis.sion. It mea.sijre.s and displays visual images 
of IR radiation ernittec! from the body. Any object, the 
(emperature of which is above absolute zero, emits ir energy 
in the form of inviaiVde rays, This energy can be collected 
optically, tran.sformed into electrical impulse.s, and con- 

Ii<irdv«Ml for [Hililiciilidli .Mav A 

l‘'rom ih^ Pt'ijariiiiiftii of I.miki' Aviimal .Surxcrv ;iihI -MMtii iiH*, .St-hooi of Vh 
••I' imirv M»r*liciiu-, A«il)iiro linivereUv, .Aohiirn. ,M. Dr MrCovV preKeiii 

is ftox MS lii'-f.;:. 
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verted to visible ray« to form a picture (thermogram). Thus, 
thermography is the technique of photographically mapping 
temperature of the body surface. Thermograms, in reality, 
are the quantitative representation of the object’s surface 
temperature, because the amourtt of IR energy given off by 
anv object a function of its temperature, Nonnally, the 
body temperature is well controlled by its own riietabolic 
.state. The temperature of the skin is normally lower than 
that of internal tissue and depend, s not only on the metabolic 
state of the animal, but also various factors such as thermal 
conduc(.ion from heat sources within the body, va.sculai 
activity within and just beneath the .surface, heat lo.s.ses due 
to evaporation, convection hy air currents, or exchange of 
IR energy to the surroundings. 

Heat lost front the body by the exchange of IR radiation 
with the surroundings i.s the basts of thermography. For thi.s 
to <H*cur there mu.st be a temperafure gradient present, in 
accordant e with .Stefan-Boltzinan Law.' The body emits a 
broad .spectrum of ir radiation ranging from 3 to (50 /urn. 
This in rafliation from the body is detected and mca.sured 
by thermovision in two way.s: ([) a themial detector which 
absorbs in radiation uniformly at all wavelengths and (2) a 
photon detector which reacts to in radiation only within a 
certain range of wavelengths. “ 

The thermal detector may be the better measure of ir 
radiation, but the time required for the production of an 
adequate thermogram makes it unsuiUble. Thus, the ther- 
movision units in current use are of the photon-detector 
type.'^ These limit the tK detection to a certain range of 
wavelengths, but they are capable of producing instanta- 
neous thermogram-s of diagnostic quality. Because the wave- 
lengths of IR radiation emitted from the body .surface fall 
into the middle and far m range, the two photon detector.s 
found to be suitable are those u.sing indium antimonide 
IlnSb) and meirury cadmium telluride. The scanning cam- 
era that houses the detector sukstance allows the transfer 
of energy from the iH rariiat ion from the body to the phot.on- 
deiector substance. It transform.s thk energy exchange into 
electrical impulses which are traresferred to the display unit 
as a visual rasterline image-— similar to a closed-circuit 
television picture. 

Thu.s. the value of the thermovision unit is in its .sensi- 
tivity to change.s in the temperature (m emission) of an 
animal’s body .surface. The thermographic scanner collects 
the tR energy emitted and transforms this energy into 
electrical impulse.^ which are converted to visible light rays 
to form a picture on (he display unit. The process is done 
instentaneoualy and with no hann to the patient because 
the thermovision unit produces no radiation itself. 

In human medicine, the most useful application of ther- 
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mograph y has been as an aid to the early detection of breast 
cancer, along with some studies on various acute and 
chronic inflammatory processes. ' 'Fhermography has alst) 
been used to aid in the diagnosis of ophthalmic disorders, 
localization of biopsy sites, differentiation of endocrine dys- 
function, identification of both benign and malignant tu- 
mors as causes of unilateral exophthnlnms, and postsurgieal 
assessment of tissue healing'" and to evaluate vavscular 
disorders .such as carotid occlusive disease,'' deep vein 
ihrombosis,''*’ vascular headache.'" and cerebrovascular pa- 
thology f.strokei.” 

Thermography has been used in onhopedics to identify 
sprains, stress fracture.s, .shin splints, ligamentous injurie.s. 
and dislocations.''’''' The techni(jue has been used in reha- 
bilitation programs to follow the healing proce.ss."’^ In pa- 
tients exhibiting chronic pain due to damaged Hvmpathetic 
nen,'esand resultant dysfunction, thermograms identify the 
areas of decreas<^d skin temperatures.^^ Therm<)graphy in 
cases of herniated disks, ankylosing spondylitis, and low 
back pain from ligamentous injuries has been helpful in 
localizing the site of injury."'’ 'I’he detection of tissue stress 
and friction from fitting artificial limha to amputee patients 
has been aided by the use of thermography.*’ It has bene- 
fited t he management of patients with sensory neuropathies 
due to diabetes, syringomyelia, and leprosy which may 
cause insen.sitive limbs. In such patients, thermography 
may act as a “pain subsiiuiie” because of its ability to 
detect inflammation in the early .‘^tage.s before ikssiie damage 
occurs."''* 

Clinical thermography in veterinary medicitte wa.s firaf 
reptjrted in 1965 when Ilelahaniy and (Jeorgi*" u.setl the 
instrument in cofijunction with radiology on fi>ur different 
clinical cases: a .squamou.s [‘ell carcinoma, a slab fracture of 
the third carpal bone, a Iwne .spavin, and a deep cerv'ical 
abscess. In all of these ca.ses an increased heat pattern was 
detected over the involved area. Since it required at least G 
rninute.s to produce a thermogram and it was difficult to 
keep a horse still during the .scanning period, it wa.s difficult 
to produce good thermograms of horses. This di.«advaiitage 
ha.s been overcome by the development of a high-.speed 
.scanner employing rotating IR pristns which produce an 
instantaneous thermogram. 

Stromberg'" and vStromberg and Norberg" used ther- 
mography to investigate pathologic changes of the superfi- 
cial digital flexor tendon in race horse.s. With thermography, 
early inflammation of the slre.ssed tendon could be detected 
1 to 2 weeks earlier than by routine clinical exaniination. 
Stromberg'' .suggested that thermography could play an 
important role in preventing lamenes.s in race horses. Stud- 
ies of acute joint lesions of the carpvis and phalanges that 
.showed no radiographic changes revealed increased heat 
with thermography. Heat was ob.served to develop within a 
few hours after training and then .slowly return to mmnal 
along with dei lining lamenes-s. Hairline fracture.s that were 
difriciiii to demon.strat,e radiographically showed increased 
heat localized in th<^ affeei«*d area, Perio.sleal reactions 
a.ssociated with “.s])lints.” sore .shims, and fractiire.s of the 
long bone.s were demonstrated readily by thermography. 
Subluxated vertebrae were detected as “hot spots” on the 
back. 

Irj 1970, the pas.sage of the federal Horse Protection Act 
put a legal ban on the use of chemical or mechanical means 
of 'soring ’ horses. Enforcement of this act has been ham- 
pered beeau.se of the difficulty in obtaining inea.surab{e an«i 


recordable proof of violation. Nelson and Oshiem"’ showed; 
that soring cau-sed definite abnormalities in the character^ 
kstic IR emission pattern of the horse’s dipt, 'i'hu.s, therniog.^ 
raphy became the technique of choice for the detection of. 
soring. 

The purpo.se of the present study was (1) to establiab 
the norrtml thermographic patterns of the limb.s. (2) to;; 
evaluate thermovision as a diagnostic aid in the early cle4 
lection of acute and chronic inflammatory conditions, antf 
(31 to test the usefulne.s.s of the thermography in the quaii-: 
titativc evaluation of anti-inflammatory treatments. 


Materials and Methods 

The thermovi-skin equipment* which corvsi.sts of a camera unit, 
a black-white display unit, and an aeja'ssory color di.splay unit, 
with an attached Polaroid camera for takiiig color pictures was 
used- The camera unit i.s made of a camera lens, an opticaj; 
mechanical .scanner, transfer optics, ami a detector housing which . 
contains the ik detector (indium antimonidei hiarsed in the walfe: 
of a Dewar flask which holds the liquid nitrogen coolant, 'The 
function of thi.s camera unit is to detect the invisible ib radiation ■ 
emitted from an object, transform this radiation into equivalenfC: 
electronic vidt«) signals, and then ansplify and tran.sfer the.se sign^ i 
to the black-white display unit. When connected with the aceet^J 
sory color unit, the various shades of gray from the thermal picture 
are (ranafomied into a tmiUicoior isotherm on the color dripl^J^ 
.screrm. I'p to ten different is/ithernus can be photographed in 
colors on a single therniograni. 1‘Vom the controi jranel, tin? tein-^'^ 
jierature sensitivity l>etweet» each isotherm can be adjusted with ^; 
a range of 0.2 V. to 10 (f For this .study, a sequence conaisting 
nine colors plus a white w'a.s used havitig 0,5 C or 1 C differences 
iHstween each isotherm (color). The isotherm (color) mode usedinyl 
this slinly shows white tis coolest and blue waniHcst, with eighp 
other colors distributed in between. 

Six clinically normal, mature horses of various ages, .sexea, 
hrt'cds were usetl in the first part of the study, Kach of the 
horses was .submitri’d to thennographic exantination in the hasifi*,^ 
line or resting state. Then, they were exercised for 30 minutes and 
imntcdiately re-examined. The examination included thenno^.^ 
graphic vk>ws of the' cranial (dorsal), caudal (palmar, plantafj|;| 
medial, and late^ral aspecus of Iwth the thoracic and pelvic hmlJR® 
up to the ellatw and .stifle, re'-spectively. Thesrmographic examih;|ffl 
(ion was performed once each riay for 6 diiys, using the 
priM<?dure'. 'a 

For (lie secotid part t>f (.he stiiiiy, nine dinioal ernes involvif^i 
variou-v acute; or chronic inflammatory condition-s were examilM^® 
hy tht'rtnogTaphy. These <;a.st*s includetd: a third promolar abac^S 
(It, an ae’ute stifle infeertion (1), a suhiuxation of the third 
vertebra (1), tondem infections (2), fractured scapula (1), lartuniw^ 
(2). mid a sole ab.sces,s (1). Follow-up thennograrna wen? ukcft | 
wluMT (Kissihle. 

In the third jwrt of the- st udy, 13 She-dand ponuxs were injci fed i 
with 1.25 ml of l.Jrit iodine solution (Hypt>dermin)'' around iha : 
distal |K>rtion of the leeteral left front .splint to induce; inflainrautc^M 
respoiust's. 24 hours later, they were randomly put into fd,^S 
grenip,s. Group I tthre'e ponio.si was nol tre;ateid. Group 2 
ponies) was tmfte'd (opically with henzydainini* HCl uintnietitif|| 
group U (thre*e> fK>fue;s) wa.s !,ri*a{ed with IV injections of benzydBitt.'l^l 
mine twice a day (hid). Group 4 (thre'e ponie-.s) was treat^'^ 
with IV injections eit phenylbutazone'* bid and a I'ollLs' leg wrap^;|| 
'I’he duration of treatment was 5 days for esacb group. ThOT'IV'i 
metgraphic viewing of each pony was done before injection ofn . 
Hypexlennin'' and eaj h 24 hours for 9 days thereafter. 

■ 'ItHTHhiviskMi 'iHO, .4{i.4 liif'rfiiTd .Systoiiis .'tB, l.itlKSRiv .SwBdytt- 

" H.1VPr.|.ni-kh«r!. .ShawiKt- Mis-sii.il. Kail, 

' Jansien .'•sishcry I Jihorainrif...^, Kaiiw f 'i!v, Mo 
'• WoKtern .‘N>rum t'o, liif, f'lioonix, An/. 
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Results 

The characlerisiics of m emiHsion of the dorsal view of 
the limbs distal to the carpus and tarsus were much the 
same for the thoracic and pelvic limhs {Fig I and 2). The 
coronary band was the warmest area. Around this were two 
concentric circle.s of similar size which decreased in temper- 
ature by 1 degree (C) as the distance from the coronary 
band increased. The hoof gradually continues to decrease 
in temperature by bands of I degree. In general, the tem- 
perature at the proximal intraphalangeal joint (pastern) 
area was 3 to o degrees cooler than the coronary' band. The 
temperature at the metacarpophalangeal and metatareo- 
phalangeal joints (fetlock) and metacarpal and metatarsal 
(cannon) areas were 3 to 1 degrees cooler than the coronary 
band. At the carpus and tarsus, the tneditd side was 1 to 2 
degrees cooler than the coronary band (Fig 3 and 4). Above 
the caipu.s and tarsus, the medial aspect wa.s warmer than 
the coronary hand, and the lateral aspect w'tts about 2 to 3 
degrees cooler from the coronary band. 

From the palmar or plantar views, the iR-emission pat- 
tern for the thoracic limbs dfstal to the carpus was similar 
to that of the pelvic limhs di.stal to the tarsus (Fig 5, 6. 7, 
and 8). The warmest area in the foot i.s between the bulh of 
the heels with I to 2 degree-s decrease over the hulbs. The 
hairs over tlie area,s of the ergot (calcar metacarpal and 
calcar metatarsal) are 5 to 8 degree.s cooler than lM>tween 
the bulbs. On the medial .side of the flexor tendons there is 
a naiTow longitudinal strip of increased temperature, I to 2 
degrees warmer than the palmar or plantar surface, that 
exumds from the metacarpophalangeal joint to the carpus 
area in the thoracic limb and from the rnetatarsophabmgeal 
joint to the tarsus area in the pelvic limh. Above the carpus 
and tarsus, the temperature patterns vary in form, but are 
2 degrees cooler than the area between the hulb.s of the 
heel. 

Medial and lateral iR-emission patterns from the hoof 
to the aretts above the metacarpo- or metatarsopha- 
langeal joint are shown before (Fig 9) and after exercise (Fig 
10). A similar pattern was obtained for the.se areas for both 
the thoracic and pelvic limhs. The medial surface showed a 
slight increase in temperature over the lateral .surface. The 
coronary band was the warmest area, .surrounded by two 
concentric circles decreasing a degree as they radiated away 
from the cororwiry band. The area.s covering metacarpo- 
phalangeal and metatarsophalangeal joints and just above 
were 3 to 4 degrees cooler than the coronary band. The area 
between metacarpu.s or metatarsus bone and superficial 
flexor tendon showed an increase in temperature, ranging 1 
to 2 degrees cooler than the coronary band but 1 to 2 
degrees warnier than the dorsal .surface of the rnetacarpu.s 
or metatarsus of both the thoracic and pelvic iimb.s. This 
area run-s its a longitudinal strip from the inetacar])opha- 
langeai joint to just below the carpus iti the thorack limb, 
and from the metatar.scjphalangeal joint to just below the 
tarsus in the pelvic limh. After exercise, the iR-emi.s.sion of 
the distal portion of the limbs showed a characteristic 
symmetric pattern similar to tliat of norma! horses (pre- 
exercLse) with a slight lncrea.se in the area covered by each 
pattern (Fig 10(. 

The medial and lateral iR-enii.ssion pattern for the car- 
pus (Fig 1 1 and 12) and tarsus (Fig 13. 14. 1.5, and IG) before 
and afl^er exercise are shown. Due to increa-sed mu.sc!e ma.ss 
above the carpus and tarsus, after exercise, the increased 
circulation to thc.se areas produced an extended solid ther- 


maJ pattern. The normal {H-emi.s.sion pattern of the lateral 
aspect of the carpu.s pre-exercise was about 1 to 3 degrees 
cooler than the medial aspect. .Similarly, in the tansies area, 
lateral sides were cooler than the medial .side-s. 

THERMOORAf’HlC EVALUATION OF CLINICAL CASES 

Case I — An 8-year-oid Thoroughbred mare had a record 
of ha%dng eaten almost 45 kg of feed during the nighi. 
Clinical examination revealed increased digital pube, no 
evident palpable heat of the feet. borhorvgmu.s, rectal tem- 
perat-ure of 39 C. and heart rate of 55 beats/rninute. Because 
laminitiK was a pos,sible sequela and no heat in the hoof wa.s 
detected clinically, the mare wa.s submitted to thermo- 
graphic examination. The thermograms .'ihowed increased 
heat. a.s an exaggeration of the normal pattern, at and below 
the coronary band (Fig 17). The hoof usually b 3 to 5 
tiegrees cooler than the coronary band and an increase in 
IR-emission through the hoof was evident. At 24 hours after 
initm! examination, laminitis was? evident. 

Ca.ve 2 — A 5-ycar-old Quarter Horse mare hud a lacer- 
ation on ihe dorsal suiface of the left metatarsus area ju.si 
proximal to the raetatansophalangeal joint. The wound was 
of 12 hours* tluration. 'Fhermograpluc viewing showed in- 
flammation extending distal through the first phalanx and 
up to the area immediately distal to the carpus (Fig 18), 
Follow-up viewing on the 3rd day of treatment .showed a 
decrease in heat as.sociated with the reduction of inflam- 
mation throughout the affected area (Fig 19). 

Co.sc 3~A G-year-old grade mare had lamentLss in the 
right thoracic limb. The mare had been pastured and was 
seldom ridden. Clinical examination revealed sensitivity to 
the hoof testers over the lateral quarter and heel. A diag- 
no.si.s of sulisolar nbsce.ss was made. Thennograms showed 
increased heat over the lateral areas of the heel bulh and a 
spot of increa.sed heal in the lateral quarter of Che sole (Fig 
20 and 21) w’hcn compart'd with the medial areas of the 
same foot. 

Case 4— Thermographic examination was performed 
on a 4-year-old grade horse with tendonitis of the flexor 
tendoas of the right thoracic limh. The thermograms 
.■showed increa.serl beat along the tendons from the metacar- 
pophalangeal area to .an area just distal to the carpu.s. 

Cft.se d— An 8-year-old Arabian gelding had a puncture 
wound to the left thoracic limb just proximal to the meta- 
carpophalangeal joint area. Heat and pain were evident on 
clinical examination. Thermograms showed increased heat 
from the proximal phalanx to the proximal third of the 
rne{acitrpu.s. Also the .site of puncture was .shown by a 
localized 2-cm area of heat that wa.s 2 degree.^ warmer than 
the surrounding area (Fig 22), 

Case (i — A l2-year-oid Appaloosa gelding had lameneiis 
of the right thoracic limb. Clinical examination revealed 
pain on palpation of the shoulder and on extension of the 
leg. An initial diagnosis of periosteal bruising or a fracture 
from trauma was made. Thermogi-aphic examination 
showed a l<»calized area of increased heat over the distal 
third of the scapular .spine (Fig 23). The inflammation 
spread slightly into ibe .supraspinatu-s and infra.spina(.u.s 
muscles. Radiographic examination revealed a fracture of 
the scapular .spine. 
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! — Normal hoof ond metacaroopnalangeoi areo, dorsal view of »he thoracic lirnb. 
f'ig 2 — Normal hoof ond mefafarsoohalangeo! oreo, dorsol view of the peivic limb, 
fig 3 — Normal carpus — dorsal view 
pig A — Normal tarsus — dorsal view. 

Fig 5 — Normal hoof and metocarpopholangeai area, polmor view, 
fig 6 — Normal hoof ond metotarsophalangeol areo, piontor view, 
fig 7 — Normal carpus — palmar view, 
fig 8 — Normal tarsus — plontor view. 

Fig 9 — Normal hoof and .mefocarpophoiongeai areo of ‘he thoracic H.rnb — left lateral and '■ignt medial view. 

"ig 10 — Normal hoof and metafarsophofongBOi areo of the pelvic limb — right lateral and left medial view — after exercise, 
rig ; ] — Normol corpus — left Icieroi ond nght medial view of the thorocic limbs. 

“ig 1 2 — Norma) carpus — ieft loleroi and right mediol view of the fhorocic 'imbs after exercise, 
v-g i 3 — Normol tarsus — lateral view of the left pelvic limb — before exercise. 

Cig 1 4 — Normal forsus — loteral view of the left pelvic limb— ofter exercise. 

-ig 15 — -Normol tarsus — mediol view of the 'ight pelvic lim.b — before exercise, 
rig I 6 — Normol tarsus — medial view of the right c*e!vic limb— after exercise. 
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Case 7 — A 4-year-old Quarter Horse gelding had an 
acute serous arthritis of the right stifle- Although the infec- 
tion was evident clinically, the thennngrani showed the 
lesion was limited to the stifle joint (Fig 24 and 25). 

Case B — A 6-year-oIci Quarter Horse .stallion was entered 
with the complaint of back .soreness. Physical examination 
revealed there was pain mainly in the lumbar area. Eight 
weeks earlier, the horse had ‘‘.sat back" on bis halter, broken 
the lead, and fallen upon hi.s hack. (Radiogi'Hpbic evaluation 
was difficult to obtain due to inadequate power to penetrate 
such a large mass of tiasue ) Thermographic examination 
identified a localized area of heat over the third iumhar 
vertebra. A diagnosis of suhluxation of the ihirtl lumbar 
vertebra was made after correlating all diagnostic methods 
(Fig 2(1). 

Case 9 — A lO-year-old gelding had a record of not eating 
well and having a foul odor from hia mouth. After clinical 
examination, a diagnosis of ab.s(:es.s in the third premolar 
periodontal area of the right, maxilla was made. Thermo- 
grams showed an increase in heat over the affected area. 

Thermographic Evaluation of Drug Effectiveness — The 
thermogTam.s of all ponie.s taken the day after the initial 
application of irritant showed a large area of increased 
temperature 2 to 4 degrees warmer than the coronary band. 
This area of increased temperature was present at metacar- 
pophalangeal joint and extended to just helow the carpus of 
the affected limb (Fig 27). Swelling and inflammation was 
evident (by clinical examination) in the metacarpophalan- 
geal area and 2 to 3 cm proximal tt> the distal end of the 
metacarpus. Thermographs taken daily allowed visualiza- 
tion of the decrease in the area of inflammation in response 
to the treatment with the phenylbutazone and benzydamine 
HCl. whereH.s inflammation in the untreated ponies per- 
sisted for a longer duration. When clinically detectable heat 
of the insulted area was gone and the ponies appeared to be 
physically sound, thermograms continued to .show an area 
of abnormal heat (inflammation), which la.sted 4 to 8 more 
days (Fig 28). 

Discussion 

The thermovision unit used in this study wa.s found to 
be applicable for use on horses. Along with being rapid, the 
instrument was not diflicult to operate and was not harmful 
to either the patient or the operator, even with continued 


Fig 1 7 — Lamlnitis — dorsal view of horh thoracic limbs (case i ). 


use. The primary disadvantage in the u.se of thermography 
is the high initial cost of the unit. Other than this, the 
expense of producing a therntogram is low. 

After evaluating the thermographic patterns of the 
horses used in this study, a number of observations were 
made. There is a high degree of right-left .symmetry to the 
IR emission of the hor.se, which has also been found in 
persons.^ But, in the horse, there is also a high degree 
of symmetry between the thoracic and pelvic limbs distal to 
the carpus and tarsas. The areas of warmer temperatures 
tend to follow or coincide with the major vascular pat- 
terns — the coronary band, the metacarpil, and metatarsal 
arteries. This .should be expected because of the heat con- 
duction of blood flowing through the major arteries to the 
skin. Although the general characteristics of thermal pat- 
terns of the horsc-s studied were .similar, no two horses had 
exactly the same pattern. This finding has also been re- 
porteti in human medicine in the investigations in breast 
thermography." '” Investigators reported that the breast 
thernmgram continued to be the same year after year and 
that patients could be identified by their thermogram.'" 
Again, the reason for these variations is due to tha individ- 
ual variations of tissue vascularization and metabolism. 
Thermograms of horses taken when the ambient tempera- 
ture was very cold .showed extreme cooling of the limbs 
di.stal to the carpus and tarsus, but after exercise the IR 
emutsion pattern returned to normal. 

In clinical cases .submitted for thermographic examina- 
tion which had an obvious clinical diagnosis fperiodontal 
ahsce.s8, acute serous arthritis of the stifle, tendonitis) the 
value of thermography wa.s primarily in showing the clini- 
cian the limits of the involved inflammatory r^^ponae. Buti 
in tho.se cases that were in doubt of a specific diagn(^s 
(Horner’s syndrome,*^ lumbar vertebral subiuxation, sub- 
solar abscess, laminitis). thermography was efficacious in 
localizing the area of involvement and aided m establishing 
the neceiwary information needed for deciding what fijrther 
diagnostic methods were to he used. In the case of sublux- 
ation of the third lumbar vertebra, the horse was presented 
becau.se of back pain. Clinical examination confirmed tlie 
hack soreness and localized it primarily in the lumbar 
region. Thermography localized the lesion even furt.hfir. 
.showing it to be over the third Iumhar vertebrae. Thermog- 
raphy of lower back problem.s, herniated disks, and spon- 
dylitis in persons ha.s been reported to accurately locate the 
lesion also.'"" 

Hrobahly the mOvSl important value of thermograph' is 


Fig 1 e — Laceration in the metatarsus area ot the toft pelvic limb — dorsal view (case 2). 

Fig } 9 — Laceration in the metatarsus area ot the left pelvic limb— dorsal view — .3 days treatment (case 2). 

Fig 20 — Subsoiar abscess in the thoracic limb — palmar view of hoof (case 3), 

Fjg 21 — Subsoiar abscess in the thoracic limb — solar view (case 3). 

Fig 22 — Tendonitis from puncture wound of metacarpophalangeal area ol the left thoracic limb (case 6). 

Fig 23 — Fracture of scapular spinous process of the right thoracic limb (case 6). 

Fig 24 — Normal stifle — laleral view ot the pelvic limb. 

Fig 25— Serous artfirilis of the temofo-pateilar joint — lateral view of the right ^ifle (case 7), 

Fig 26 — Subiuxation of Ihircl lumbar veiiebra (case 8) 

Fig 27— Left thoracic limb below carpus — 24 hours alter induction ot inflammation by injection of hypodermine in the molacarpophatangeal 
proximal phalanx (group 2). 

Fig 28 Left thoracic limb below carpus — 5 days after trealm^fl with benrydamine hydrochloride to reduce tnfiammalion (group 2). 

11 ^' 
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ius fxtrenve sensitivity to changes in heat, and its ability to 
delect pathologic conditions liefore they l>ecome clinically 
evident. This advantage has been demonstrated repeatedly 
with the use of thermography in screening for breast can- 

In the third phase of this study, the objective was to 
evaluate thermography as a means of quantitatively deter- 
mining the therapeutic effectiveness of reducing an inflam- 
inat.orv response. The induced inflammation elicited in po- 
nies in the present study was readily shown with thermog- 
raphy. Thermography was also able to demonstrate the 
effects of enhanced healing induced with benzydamine oint- 
ment and phenylbutazone. In honses which w-ere clinically 
sound. 9 days after the initial insult, thermograms still 
showed an area of inflammation. This points out that in 
those animals which appeared clinically sound, complete 
healing of the injured ti.sfiues had not yet occun-ed. 

In human medicine. Brand'^ used thennography as an 
aid in determining when injurefi lissues, fracture.s, and 
injured ligaments had healed .sufficiently to allow patients 
tion.su|)poruvc use of affecied limbs. Idjysician.s and trainers 
handling athletic injuries have also u.sed thermo^aphy to 
denu'mine when athlete.s can return to training.'' Before 
thermography, many athletes wa-re allowed to return to 
training too early because they appeared clinically .sound, 
but in fact were not. I'ilsner* has also u.scd thermography 
in the thrombolytic therapy of vascular ihromhogLs. By 
following the treatments with daily thermograms, he wa.s 
able to determine the effectivenes.s of the treatments and 
when to slop therapy. 

Present studies have shown that thermography could 
have several appUcalij)n.s it) the field of veterinary medicine. 
’I'he knowledge of equine-' tanienes.s could be aided by ther- 
mography and its abiliiy to detect site.s of early inllamma- 
tion. Regttiar thermographic examinations of those horses 
in traitiing and trompetiiion on race tracks could .hIIow early 
deieciion and treatment of a variety of i-ondition.s and 
pi'event possible severe injury. 
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Horse Shoes 

Mr. Rogers. During interaction between APHIS representatives and 
walking horse industry participants, APHIS contended that pressure 
shoeing is a major concern and one of the primary types of violations 
of the Horse Protection Act. Please provide to the Committee the 
number pressure shoeing violations found by APHIS representatives in 
the last five years and the number of prosecutions that have been 
undertaken due to these violations. Additionally, please separate those 
violations between violations associated with fiat shod and pleasure 
walking horses and those for padded/performances walking horses. 

Response. In FY 2015, APHIS recorded the following categories of 
noncompliance based on inspection findings: action device bilateral, 
foreign substance, illegal shoeing/lead in package, scar rule, refusal 
of inspection, and unilateral. "Pressure shoeing" is a terra 
colloquially used to identify noncompliant practices involving a 
horse’s hooves. These practices may be captured under many categories 
involving noncompliance with the HPA and regulations, including 
positive response to hooftesters, positive response to percussion 
hammer to hoof wall, lead or abnormal object found within the pad or 
between the pad and the hoof and pain response upon palpitation, coffin 
bone rotation with the hoof, metal band too close to the coronet band, 
etc. APHIS does not capture pressure shoeing as separate category. 

As a result, APHIS does not have five year data available by class type 
{i.e., padded and flat shod). However, APHIS is able to provide a 
summary of all violations identified at horse shows attended by USDA 
personnel for the last five years, which include, but are not limited 
to, noncompliant practices involving horses' hooves. 


Fiscal Year 

Number of 
Horses 
Inspected 

Number of 
Alleged 
Violations 
Reported 

Number of 
Cases 
Initiated 
by APHIS* 

Number of 
Official 
^^arnings 
Issued* 

Number of 
Administrative 
Complaints Issued 
in Collaboration 
with OSDA's 
Office of the 
General Counsel* 

FY 2011 

10, 005 

672 

193 

164 

26 

FY 2012 

11,520 

7G8 

79 

278 

13 

FY 2013 

10,855 

409 

476 

1, 255 

19 

FY 2014 

7,098 

579 

164 

426 

41 

FY 2015 

7,883 

509 

233 

503 

16 


^Please note that violations may have occurred in a fiscal year other 
than when the administrative action were taken. 
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CONSTRUCTION MANAGEMENT 

Mr. Rogers: Please provide in writing the Department's 
regulations, guidelines, or policies regarding the use of 
Construction Managemient firms to oversee water and wastewater 
infrastructure projects finances by any of the Department's loan 
and/or grant programs. 

Response: The USDA Water and Environmental Programs (WEP) 

division presently does not have any regulations, guidelines, or 
policies regarding the use of Construction Management firms to oversee 
water and wastewater infrastructure projects finances by any of the 
Department's loan and/or grant programs. 

Construction Management firms are typically not used in the WEP 
program because for the most part this type of technical assistance is 
already available to WEP borrowers, at no cost, and therefore it is 
not generally cost effective for these small rural communities. 
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QUESTIONS SUBMITTED BY CONGRESSMAN KEVIN YODER 
GMO Labeling 

Mr. Yoder: Despite overwhelming scientific evidence to support 
the safety of GMO foods, activists are pushing for state laws that 
would require special labeling to be displayed on products containing 
GMO ingredients. A state-by-state patchwork approach to food labeling 
runs counter to the national labeling standards that have served to 
provide consistency for consumers looking to labels for information 
regarding nutrition, safety, and allergens. Food labeling in the 
United States should remain uniform across all 50 states so that all 
consumers have access to the same information no matter where they 
shop. Mr. Secretary, do you believe that a patchwork of state laws 
that require the food Industry to comply with labeling requirem.ents in 
only a handful of states (i.e. Vermont) will lead to consumers having 
to pay more for food and/or will limit their choices at the grocery 
store? 


Response: Establishing labeling systems that are applicable 

within state borders will create chaotic circumstances where individual 
states and/or individual companies will be making their own decisions 
about what they are going . to put on the package. It is going to create 
confusion. It is going to create additional expense. It may limit 
access to food, or it may increase the cost of food. 


Crop Insurance Cuts 

Mr. Yoder: The president's budget proposed cutting crop 
insurance payments by nearly S18 billion over a 10-year period, 
including $1.26 billion in FY 2017 alone. All of this is being done 
when USDA is estimating farm income to have fallen 56% over the last 
three years. The one thing I consistently hear from farmers, when they 
come into my office, is how important crop insurance is to them and 
their families. I think most of us up here remember the battle we had 
last December, when we rejected an attempt to reduce the crop insurance 
program by $3 billion over two years. Can you please explain to farmers 
across America, why this administration continues to target them as a 
way to make cuts to the budget, when the data released by your 
department (down 56% over 3 years), clearly shows how much they are 
already struggling? 

Response: It's important to remember that crop insurance is a 

partnership - between taxpayers, farmers, and insurance companies. Our 
proposal to reduce the premium subsidy on revenue coverage that 
provides protection for upward price movements at harvest time would 
provide a savings to the taxpayer, yet still provide a healthy subsidy 
for the producer, all while providing a more equitable partnership 
between taxpayer, producer, and company. Even after the reduction, the 
Government would pay a subsidy of more than 50 percent on these 
policies - and significantly reduce out-of-pocket expenses for 
producers purchasing these policies. Our proposal to reform prevented 
planting coverage would address Office of Inspector General and the 
Governmental Accountability Office findings and would help to improve 
program integrity in the prevented planting program. The proposal 
represents a pro-active response to oversight concerns and further 
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facilitates an equitable partnership. Even in light of falling farin 
incomes, we believe the Federal crop insurance program will continue to 
provide a strong safety net for American farmers after these savings 
are achieved. 


Limited Irrigation Crop Insurance 

Mr. Yoder: While it is not the full limited irrigation practice, 
RMA did put out their updated guidelines last year for efficient 
irrigation. This should be good news for producers that irrigate and 
use crop insurance. Mr. Secretary, where is USDA and RMA with approving 
Limited Irrigation Crop Insurance? 

Response: RMA remains committed to addressing the needs of 

producers who have limited irrigation. Currently, RMA has authorized 
written agreements to be available for corn and soybeans in Kansas in 
the Sheridan High Priority 6 Local Enhanced Management Area (LEMA) , 
located in Sheridan and Thomas Counties. For crop year 2017, RMA plans 
to make written agreements available for areas outside the LEMA in 
Kansas . 


USDA Regulation 

Mr. Yoder: Mr. Secretary, we have seen situations in the past where 
previous Administrations decided to release controversial and unpopular 
regulations in the last few months of an Administration not returning 
to power. Please inform the Subcommittee if there are any such 
regulations that are a priority at USDA and may be released before 
President Obama leaves office. Even if there are no specific plans for 
the release of regulations, what might be on USDA's agenda towards the 
end of the year? 

Response: The 2016 Spring Unified Regulatory Agenda is currently under 
development. When released by the Office of Management and Budget, it 
will provide summary descriptions of significant and not significant 
regulations being developed by the Department in conformance with 
Executive Orders 12866 "Regulatory Planning and Review," and 13563 
"Improving Regulation and Regulatory Review." The agenda will also 
describe regulations affecting small entities as required by section 
602 of the Regulatory Flexibility Act, Public Law 96-354. The agenda 
will also identify regulatory actions that are being reviewed in 
compliance with section 610(c) of the Regulatory Flexibility Act. 

Biotech Labeling 

Mr. Yoder: APHIS is preparing a programmatic Environmental 
Impact Statement (EIS) to "evaluate a range of alternatives" for 
updating its biotechnology regulations. Mr. Secretary, can you 
elaborate on the current status of biotech labeling and where USDA is 
in the process of approving a growing backlog of biotech traits in 
crops your agency is responsible for reviewing? 

Response: To be clear, the revisions that are being considered 

for the biotechnology regulations are unrelated to the biotechnology 
labeling debate. To date, we have simply asked the public if there is 
a need to update the biotechnology regulations given the passage of 
time in light of the advancements in genetic engineering. 
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With regard to the current status of biotechnology labeling, USDA' s 
Agricultural Marketing Service (AMS) currently offers a voluntary, 
user fee-based certification that assures buyers that the marketing 
claims indicated by the certification have been verified by AMS. This 
certification may not meet the needs of all consumers as the standards 
being verified are developed by the company seeking the certification. 
To address the overarching issue, congressional action is needed. We 
will continue to provide technical assistance as Congress considers a 
path forward. 

On the issue of petitions for deregulation, the backlog is not growing 
by any means. I am proud to report that we have made significant 
progress in improving the timeliness of our biotechnology decision- 
making process. Since the improved process was put in place, we have 
completed 34 petitions and are on track to eliminate the one petition 
remaining in the backlog. The remaining petition requires 
consultation with the Fish and Wildlife Service and the completion of 
an environmental impact analysis, so its review will take a little 
longer . 


WOTUS 


Mr. Yoder: As you know, the WOTUS rule is an onerous regulation 
that is hampering my constituents back home across all sectors of 
business. In the meetings I have both here in DC and back home in Kansas 
City, I consistently hear from folks involved with Agriculture how badly 
this rule will affect them. I would like to know how hard USDA fought 
the WOTUS rule as well as the "interpretative rule." As well as, whether 
or not USDA is supportive of the regulation. 

Response: USDA provided input as a part of the interagency review 

process, but I’m not in a position to tell another Federal agency what 
they could or should or should not do. I can provide them input in terms 
of how I believe what they are thinking about doing will impact and 
affect folks that I'm responsible for, which we have done, and which 
we'll continue to do, on a variety of issues. 

The issue of water and water quality is an important issue. And that is 
why we believe it is extremely important for us to use our conservation 
programs in a very strategic and thoughtful way, and why the Regional 
Conservation Partnership Program is so important. 


Trade 

Mr. Yoder: Given the importance of trade to my constituency, the 
national economy, as well as the current administration (TPP) , can you 
please provide the subcommittee with an update on the progress your 
agency has made in creating the positon for an Undersecretary for Trade 

within USDA? 

Response: The Department has been reviewing the associated 

report completed by the National Academy of Public Administration 
(NAPA) in 2015 that identified a number of options for the potential 
creation of an Under Secretary for Trade in USDA. As these options 
vary considerably in scope and implementation complexity, the 
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Department is trying to understand the potential costs and benefits for 
each option to support an informed decision as to whether and how best 
to proceed with any reorganization. As such, the Department is in the 
process of developing its own study of the costs and benefits and 
expects that this study will be completed by the end of the year. 

Forest Service 

Mr. Yoder: It is my understanding that the USDA’s Forest Service 
is the second largest landholding agency behind the Bureau of Land 
Management (BLM) within the Department of the Interior. Can you 
describe to me how you track your real property, whether that be the 
buildings and/or the land? How many acres does USDA own or manage? How 
many databases do you have tracking your real estate? Are any of these 
geo-enabled or geo- referenced? 

Response: USDA annually reports its real property to the General 

Service Administration (GSA) Federal Real Property Profile (FRPP) 
system from the information managed in Corporate Property Automated 
Information System (CPAIS), our Department's asset management system of 
record. This includes all mandatory data elements such as building 
size, in square feet, and land parcel size, in acres, for all owned and 
direct-leased buildings, land and structures. As the end of Fiscal Year 
2015, USDA reported 139,829 acres of owned and leased land to FRPP. 
While the majority of properties maintained in CPAIS have 
latitude/longitude coordinates, at this time CPAIS is not considered 
geo-referenced or geo-enabled. 

Additionally, Forest Service (FS) owns 193 million acres of 
national forest. These properties are maintained in a separate database 
known as the Land Status Record System (LSRS) by FS. National forest 
lands are not reportable to FRPP as they are specifically excluded from 
the Executive Order. The LSRS database is geo-referenced. 


GSA Database 

Mr. Yoder: The General Services Agency (GSA) is the official 
portfolio manager for the U.S. Government. They operate such a portfolio 
within their Federal Real Property Profile (FRPP). Does USDA report 
their real property holdings into the GSA database? If so, what kind of 
USDA real property data gets reported into GSA? Is it the buildings? Is 
it the land and acreage? Is the information on USDA real property, 
provided to GSA, also submitted via the geo-enabled or geo-referenced 
technology? 

Response; Yes, USDA does report real property holdings in the 
GSA database. USDA reports data on buildings, structures, and land, 
including information on the size of buildings and acres of land as part 
of its regular reporting to GSA on the FRPP. Although some of the 
information provided to GSA pertaining to USDA buildings and structures 
contains longitude and latitude information, it is not provided to GSA 
in a specific geo-enabled or geo-referenced technology. In addition, 
for most USDA locations that have a street address, the Department 
typically maintains only the street address, as opposed to the geo 
coordinates, of the facility as part of its corporate real property 
data . 
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Geospatial Technologies 

Mr. Yoder: On the topic of mapping and geospatial technologies 
also connected to the real property information. Secretary Vilsack, are 
you familiar with the 3D Elevation Program (3DEP) managed by the US 
Geological Survey (USGS) within the Department of the Interior? It is 
my understanding that this is a unique Federal program that allows USGS 
to work with other Federal partners like USDA, and potentially the 
National Resources Conservation Service (NRCS) within USDA to help with 
collecting elevation data important to Federal, state, and local 
stakeholders and policy makers. NRCS has a program called LESS, the 
LiDAR Enhanced Soil Survey (LESS) . Whether through LESS, or other USDA 
programs, how is USDA working with USGS in helping to capture accurate 
elevation data nationwide, and certainly for Kansas? 

Response: USDA-NRCS and USDA Forest Service are participants in 

the 3D Elevation Program (3DEP) Executive Forum and the operational 
3DEP Working Group along with many other federal partners. These 
federal entities invest in data within their current budgets. Data 
acquisition is managed through a broad agency announcement process and 
data partnerships. NRCS is using LiDAR acquired under 3DE? to assist 
in soil survey field work in Kansas and many other regions of the 
country. To date, extensive LiDAR work has been completed in mid-west 
and eastern states. 
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QUESTIONS SUBMITTED BY CONGRESSMAN THOMAS ROONEY 

Specialty Crop Research Initiatives (SCRT) 

With the Huanglongbing Multi-Agency Coordination Group (HLB-MAC) 
working in the short- term, the Specialty Crop Research Initiative 
within USDA's National Institute for Food and Agriculture (NIFA) is 
more focused on long-term solutions. I've been asking for solutions to 
the disease through research funding in this committee as long as I've 
been a member. Now, the questions that I've been getting from my 
growers have trended more toward concern over the USDA scientists 
looking into this disease just to keep doing research. 

Mr. Rooney: The purpose of the SCRI money is to look into these 
longer-term solutions, which is important, but have you been aware of 
any issues with the way the projects are chosen for approval? 

Response: Most of the projects funded by NIFA in its Citrus 
Disease Research and Extension program focus on solutions for managing 
Huanglongbing (HLB) disease. NIFA is focused on medium- to long-term 
solutions to HLB in consultation with the Citrus Disease Subcommittee 
of the National Agricultural Research, Extension, Education, and 
Economics Board. The Citrus Disease Subcommittee is composed of citrus 
growers from Florida, Texas and California. In the February, 2016 
consultation, members emphasized that all projects funded by NIFA 
should result in real world solutions to keep U.S. citrus production 
viable and sustainable. NIFA has modified the evaluation criteria used 
during the industry relevancy review portion of the Emergency Citrus 
Disease Research and Extension portion of SCRI to reflect this concern. 
The NIFA review process is well documented and is designed to insure 
that those applications with the best chance of producing positive 
solutions are recommended for funding. 

Specialty Crop Research Initiatives {SCRI) 

With the Huanglongbing Multi-Agency Coordination Group (HLB-MAC) 
working in the short- term, the Specialty Crop Research Initiative 
within USDA's National Institute for Food and Agriculture (NIFA) is 
more focused on long-term solutions. I've been asking for solutions to 
the disease through research funding in this committee as long as I've 
been a member. Now, the questions that I've been getting from my 
growers have trended more toward concern over the USDA scientists 
looking into this disease just to keep doing research. 

Mr. Rooney: When the Citrus Disease Research Program board meets, 
is there any reason that the grower and industry side of the approval 
process should be taken less seriously than the USDA researcher input? 

Response: In response to the concern that grower and industry 
input might be taken less seriously that the USDA research input, after 
the 2014 SCRI competition, NIFA consulted with the Specialty Crop 
Committee of the National Agricultural Research, Extension, Education, 
and Economics Board. An important recommendation from that 
consultation was that the results of the industry relevancy review 
should be given equal weight with the scientific merit review in 
developing funding recommendations. To achieve that goal, NIFA 
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modified the SCRI review process so that the results of the industry 
relevancy review and the results of the scientific merit review were 
given equal consideration at the time that applications were given a 
final ranking for funding consideration during the 2015 competition. 

As with any new process, continuous improvement is anticipated. 

SCRI and Genetically Modified Organisms 

Secretary Vilsack, last year we spoke briefly about the way that the 
USDA is dealing with the GMO issue, and you correctly indicated that 
your agency is lagging behind in this arena, letting public 
misconceptions dictate how your agency reacts to information about 
good, uncontested, agricultural science being used to enhance and 
improve our nations' food supply. 

Mr. Rooney: Regardless of how far behind the USDA is in reacting 
to GMOs, would you think that any project that could show results for 
the long-term future of the citrus industry is worthy of investment? 
These long-term funding projects seem targeted at tough scientific 
questions of functionality and safety, shouldn't we be open to any 
possible solution? Would incorporating the spinach gene into citrus 
rootstocks be worthy of consideration, as some researchers have 
suggested? 

Response: In response to the concerns regarding GMOs, during the 
consultation with the Citrus Disease Subcommittee of the National 
Agricultural Research, Extension, Education, and Economics Board in 
February of 2016, the members made it clear that NIFA should consider 
all strategies for the development of genetic resistance/tolerance to 
HLB. This includes genetic engineering, such as inserting spinach 
genes into citrus rootstocks, new gene editing technology and 
traditional plant breeding methods. NIFA intends to consider all 
strategies equally. 
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QUESTIONS SUBMITTED BY CONGRESSMAN DAVID G. VALADAO 
Oilseed Designation 

Mr. Secretary, as you know, 100 members of Congress, including myself, 
wrote you in December expressing concern regarding the current econoraic 
crisis in the cotton industry and emphasizing the need for mteaningful 
and effective assistance to the industry. I think I can speak on 
behalf of the 100 members who signed that letter in saying I was 
extremely disappointed to hear last week that you chose to not make the 
oilseed designation for cottonseed under the authority provided to you 
in the farm bill. Based on your statement, there seems to be a 
difference of interpretation of the farm bill authority. 


Mr. Valadao: Can you please update this subcommittee on your 
understanding and perspective of the current economic conditions in the 
US cotton industry? And has USDA done any economic assessment or 
review of key industry indicators? If so, I''m certain these would have 
confirmed to you the dire need for assistance at this time. 

Response: USDA estimates upland cotton returns over operating 

costs in 2016 at less than $150 per acre— far less than the range of 
$250-$350 per acre typical for the 2006-2012 period. This drop in 
returns over operating costs has been pronounced, particularly since 
2013, when cotton prices were at near record highs, which is creating 
stress and affecting cotton producers' financial ratios. Data from 
USDA's Economic Research Service indicate that the debt-to-asset ratio 
for cotton specialized farms has increased rapidly between 2013 and 
2014 (the most recent for year for which data are available), more than 
for other row crop farms. For cotton, the increase was from less than 
8 percent in 2013 to nearly 19 percent in 2014, while the increase for 
other crop farms was from 9 to 10 percent. Further, a representative 
farm simulation model that has been used for many years by Texas A&M's 
Agricultural and Food Policy Center indicates that the percent of 
cotton farms in poor financial condition is nearly 50 percent in 2015, 
thus representing a sharp rise from 2014' s level of approximately 10-15 
percent . 

Mr. Valadao: It is my understanding that you have used some of 

your broad authorities in previous years to provide assistance to other 
industries that were suffering from unforeseen economic circumstances, 
including at times shortly after passage of a previous farm bill. What 
authorities do you have available to provide assistance to producers 
suffering from economic losses and what are recent examples where you 
have provided such assistance? 

Response: USDA has authority under Section 5 of the Commodity 

Credit Corporation Charter Act and clause 3 of section 32 of the 
Agricultural Adjustment Act of 1935 to remove surplus inventory and to 
conduct price support activities. However, provisions within the 
annual appropriations acts for FY 2013 through the current fiscal year 
restrict USDA from using these authorities. In earlier years and under 
both the current and previous administrations, these authorities have 
been used to assist farmers and ranchers facing low prices or 
recovering from natural disasters. The most recent example of using 
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this authority was the Crop Assistance Program in 2010 to assist 
producers of cotton, rice, soybeans, and sweet potatoes to recover from 
excessive moisture and related conditions in the 2009 crop year. 

Beyond these restrictions, QSDA is utilizing every other authority 
available to assist cotton producers including the other safety net and 
credit programs. Since 2014, these include: 

• Federal Crop Insurance Corporation (FCIC) crop insurance program 
payments of over $800 million to cotton producers for the 2014 
crop year and has already paid more than $200 million related to 
2015 crop year losses. These figures do not include any benefits 
from the Stacked Income Protection Plan (STAX) that is now being 
offered on over 99 percent of cotton acreage. STAX was first made 
available for the 2015 crop year, and the Risk Management Agency 
(RMA) is waiting for final production data to be reported to 
calculate payments. STAX payments for the 2015 crop will likely 
be made in early summer 2016. 

• Marketing Assistance Loans (MALs) and Loan Deficiency Payments 
(LD?) continue to provide both a price support and credit function 
for producers. 

• Over 7.9 million bales with a loan value of over $2.1 billion were 
covered by MALs in 2014 and over 4.3 million bales worth over $1.1 
billion have already gone under loan for the 2015 crop. 

• Over $371 million have been paid in a combination of market loan 
gains and LDPs in 2014 and an additional $155 million have been 
paid in 2015. 

• In 2014, cotton producers received over $570 million in Cotton 
Transition Assistance Program (CTAP) payments, and the small 
number that did not yet have STAX, received about $200,000 more in 
2015. 

• Although cotton is no longer a covered commodity, cotton producers 
received over $246 million in Agriculture Revenue Coverage (ARC) 
and Price Loss Coverage (PLC) payments related to other types of 
base on their farms this fall. 

• For producers facing a financial crunch, the Farm Service Agency 
(FSA) is available to work with them to secure credit either 
directly or through loan guarantees with outside lenders to help 
them weather current conditions. For example, in FY 2015, cotton 
producers received over $270 million in direct and guaranteed 
loans and have received over $12 million so far in FY 2016. 

• USDA has quickly implemented a provision from the recent 
Consolidated Appropriations Act of 2016 that reinstated the option 
to redeem MALs using commodity certificates beginning with the 
2015 crop. USDA estimates that this flexibility will result in 
about $40 million in additional support for cotton producers over 
the 2015 and 2016 marketing years. 

Mr. Valadao: What can this subcommittee do to help facilitate 
you providing meaningful economic assistance to cotton producers in a 
timely manner? I see in your response to the letter signed by 100 
Members of the House requesting the cottonseed designation that you 
indicated if the agriculture appropriations bill allowed you to use 
Section 32 authority and specific authorities under the CCC Charter Act 
that you would be better able and equipped to assist the industry. If 
this is the case, what level of assistance would USDA be prepared to 
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provide and by what means? And as you know the annual appropriations 
process is typically not completed until near the end of the year and 
in no case would it take effect before the start of the new fiscal year 
in October, near the end of this Administration's term, so how would 
restoring this authority to QSDA impact your decisions and actions now 
to assist the cotton industry? How would this impact the request for 
the cottonseed designation since the farm bill already clearly provides 
you the necessary authority? 

Response: As detailed in the letter that was referenced, USDA 

has determined that designating cottonseed as an 'other oilseed' is not 
authorized under the Agricultural Act of 2014 {2014 Farm Bill) because 
it expressly removed eligibility of cotton for such payments, as cotton 
is no longer listed as a "covered commodity" under section 1111. 

With respect to the restrictions on parts of Section 32 of the 
Agricultural Adjustment Act of 1935 and Section 5 of the CCC Charter 
Act, lifting these restrictions would provide USDA greater flexibility 
to provide direct assistance to cotton producers in response to the 
difficult market conditions. Removing the restrictions on these 
authorities could be accomplished earlier by the Committees, as it 
would not necessarily need to be done as part of the annual 
appropriations legislation. 

EPA Report on NSONIC 

Mr. Valadao: A few weeks ago EPA released a press statement 
about citrus and cotton having higher levels of NEONIC levels in 
honey accessed by bees. I heard loudly that these commodities don't 
need bees but accominodate them. And your own agency reported a few 
years ago that KLB and citrus is a priority. In a joint report USDA 
and EPA have indicated bee deaths are attributable to a myriad of 
causes. In fact my staff tells me that your conclusions parallel a 
National Academy of Sciences report a few years ago to that 
affect. So given your priority statements and the false perception 
created by EPA and the fact this committee allocates significant 
dollars to your agency in support of our citrus industry have you 
conferred with EPA Administrator about their inconsistency or better 
yet challenged the statements made? 

Response: USDA and EPA published a scientific report in 2012 on 

honey bee health which stated that there are multiple factors playing a 
role in honey bee colony declines; including parasites and disease, 
genetics, poor nutrition and pesticide exposure. 

We are aware that EPA announced the release of the first of four 
preliminary risk assessments for insecticides that are potentially 
harmful to bees and will continue to provide input to EPA on issues 
that impact the citrus industry, and other agricultural industries. 

Biotech Regulations 

Stakeholders are concerned about USDA's proposed re-write of the 
biotech regulations. This committee wants to ensure the department 
gets this done in the right way. For example, the notice USDA 
published on February 5 includes a possible new definition of 
"biotechnology" so broad that it would mandate regulation of seedless 
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watermelons and other fruits, vegetables and crops that have been 
safely grown and consumed for years. 

Mr. Valadao: Can you assure this committee that you will 
carefully consider the potential negative impacts of any new proposals 
on the ability of our farmers to produce an adequate, wholesome and 
economical food supply and compete in the a global marketplace? 

Response: We will carefully consider those impacts. The 

referenced notice is the beginning of a discussion that we will be 
having with all stakeholders. If, based on the comments received in 
response to the notice, we decide to amend the biotechnology 
regulations, there will be additional opportunities for stakeholders, 
including farmers, to highlight any potentially negative impacts that 
they predict. These opportunities for public input are also a chance 
for stakeholders to highlight the benefits of revising the regulations. 
We v/ill consider the collective input from stakeholders, both positive 
and negative, before proceeding. 

Biotech Regulations 

Mr. Valadao: What specific problem with the current regulations 
are you trying to address, and how exactly does your current proposal 
address that problem? How will you ensure it addresses that problem 
without causing more? 

Response: The biotechnology regulations have not been updated in 

more than two decades. We want to moder.nize the regulatory system for 
biotechnology products. 

Generally, USDA anticipates continuing to use the current Plant Pest 
authority granted in the Plant Protection Act, and incorporate the 
Noxious Weed authority from the Plant Protection Act. Thus, we will 
stay within our statutory authority of the Plant Protection Act as we 
work through the rulemaking process. The public and interested 
stakeholders will have ample opportunity to review and comment on all 
proposed regulatory documents, including how the proposed changes will 
affect the review of the forthco.ming products. As we move closer to 
publishing a proposal, we intend to carry forward the goal of keeping 
the review timelines in line with the 13 to 15 month goal. 


Presidential Memorandum on Mitigation 

A recent Presidential Memorandum titled, "Mitigating Impacts on Natural 
Resources from Development and Encouraging Related Private Investments" 
creates a "no net loss" mitigation policy for natural resources within 
many departments, including Agriculture. 

Mr. Valadao: The memorandum seeks to avoid and minimize effects 
to land, water, wildlife, and other natural resources caused by land- 
or-water disturbing activities. Many in the agricultural community have 
concerns with the ambiguity of how federal government agencies mean to 
mitigate. Can you provide some clarification on what it means to 
mitigate for "harmful effects to land, water, wildlife and other 
ecological resources (natural resources)?" 
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Response: The stated goal of the referenced memorandum is to 

encourage private investment in restoration and public-private 
partnerships, and help foster opportunities for businesses or non- 
profit organizations with relevant expertise to successfully achieve 
restoration and conservation objectives. Partnering with the private 
sector to achieve a conservation goal is consistent with how we operate 
our voluntary conservation programs. 

The memorandum also names the Forest Service and charges the agency 
with developing a national policy to avoid, minimize, or compensate for 
(depending on the circumstances of a given situation) the negative 
effects on natural resources. For many years, the Forest Service has 
practiced avoidance and minimization - the first two steps in the 
mitigation hierarchy - in local unit administrative activities and in 
authorizing uses of National Forest System lands. In addition, for 
large inf rastructure development projects {e.g., powerlines, pipelines, 
major dams, etc.), the agency has also occasionally included 
compensatory mitigation - the third step in the mitigation hierarchy - 
in its authorizations when there were unavoidable residual impacts to 
critical resources. However, the Forest Service has not had a national 
mitigation policy. The memorandum has helped the Forest Service begin 
developing a more systematic agency-wide approach to mitigation with 
the goal of improving efficiency and clarity in decision-making while 
maintaining the multiple uses and sustained yield of goods and services 
from National Forest System lands called for by the Multiple Use- 
Sustained Yield Act of 1960. 

Mr, Valadao: Additionally, what do you plan to do to ensure that 
this memorandum does not have unintended consequences in relation to 
agricultural activities on federal lands, operations of federal 
projects for water supply, and federal funding for recipients for 
natural resource related projects. 

Response: With the exception of developing a more systematic 

agency-wide approach to mitigation within Forest Service, we do not 
expect noteworthy changes to our programs. For instance, the Forest 
Service already mitigates unavoidable impacts in the grazing program 
through the use of avoidance and minimization in the permitting 
process. In addition, NRCS provides technical assistance to those 
conducting agricultural activities on federal lands and this activity 
will continue unaffected by this memorandum. Similarly, we provide 
federal funding for those that voluntary implement conservation 
practices on private land. These also would continue unaffected by the 
memorandum. 
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QUESTIONS SUBMITTED BY CONGRESSMAN SAM FARR 
Specialty Crop Line Item 

I was glad to see the overall $901 million proposed in the President's 
FY 2017 budget for APHIS, but when reviewing the funding level for 
Specialty Crops the Administration is proposing $146 million, a level 
significantly lower than last year. 

Mr. Farr; I understand the specialty crop funding level can be 
variable from year to year based on successful control and eradication 
efforts, but can you tell me what successful events happened over the 
course of the past year in the ongoing battle against harmful pests and 
diseases in the agriculture industry that would justify decreasing the 
funding level by $12 million from last year's level of $158 million? 

Response; While USDA's Animal and Plant Health Inspection 
Service has had success in dramatically reducing the prevalence of some 
specialty crop pests, such as the European grapevine moth the requested 
decrease in the specialty crop pest is due to cost share adjustments 
between the Federal government, State government and the affected 
industries. These specialty crop programs are a cooperative 
relationship with our State, local and producer partners, in which both 
they and the nation as a whole benefit. Therefore, the costs should be 
shared by APHIS and the cooperators who are the immediate and direct 
beneficiaries of the programs. For example, APHIS has used between $42 
and $46 million per year on fighting citrus greening while the four 
main citrus growing States have contributed $3 million total. Given, 
the economic benefits received from the citrus greening such as jobs, 
these additional State contributions would be equitable. 

Light Brown Apple Moth 

Mr. Secretary since 2007 California has been working to suppress and 
control Light Brown Apple Moth (LBAM) . This pest is particularly 
troubling because it can damage a wide range of crops and other plants. 
In fact, the "host list" contains well over 1,000 plant species and 
more than 250 fruits and vegetables. Today the quarantine area has 
expanded into 21 of California's 58 counties, including my home county 
of Monterey. 

LBAM also brings challenges to international trade of California fresh 
fruits and vegetables. In FY 2014 California's agricultural exports 
were valued at $21.59 billion. U.S. quarantine regulations prevent the 
movement of nursery stock, cut flowers, host fruits, vegetables, and 
plant parts within or from quarantined areas. In response to the 
proliferation of LBAM in California, trading partners like Canada and 
Mexico have developed phytosanitary import requirements on products 
like strawberries to prevent the introduction of this pest into their 
respective countries. Phytosanitary certificates are issued to certify 
that shipments of plants, plant products or other regulated articles 
meet specific import requirements that ensure to the extent possible 
the shipment is free from the pest of concern. Last year a total 
224,452 phytosanitary certificates were issued on California 
agricultural shipments . 
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Mr. Farr: With so much at stake with regard to the challenges 
posed by LBAM we appreciate USDA committing resources since its 
introduction. For the past 3 years those resources have totaled about 
$6.7 million each year. Will you continue this level of funding in FY 
2017 so that we can continue to combat LBAM and facilitate agricultural 
trade? 


Response: Currently the Federal government pays 100 percent of 

the cost of the Light Brown Apple Moth Program. The Budget proposes a 
reduction to LBAM to reflect a 50/50 cost share with cooperators who 
directly benefit fromi APHIS activities paying a more equitable share of 
the cost. USDA is encouraging State and industry partners to devote 
resources to this program that keeps export markets open to California 
products . 


European Grapevine Moth 

Mr. Secretary, in September 2009 officials in Napa County recognized 
significant damage and crop loss occurring in Oakville and Rutherford 
area vineyards. It was discovered the damage was caused by the European 
Grapevine Moth (EGVM) . Since its initial detection EGVM populations 
were discovered in 2010 and 2011 in 9 additional California counties. 

I am happy to report to you that because of the great efforts of your 
department, in 2014 only one moth was trapped in the entire state, in 
Sonoma County. In 2015, NO moths were trapped anywhere in the state, 
bringing us closer to declaring eradication. In fact, if no moths are 
trapped by the end of the second flight (approximately August 2016) , 
then the quarantine will be lifted in time for harvest 2016. This is a 
true testament that APHIS biological programs and methodologies are 
successful. While a great success let's make certain that we finish 
the job! 

Right now USDA is completing work on a post eradication plan that will 
assure that California remains free from this invasive pest of grapes. 
Continued pheromone trapping will be key to continued success as well 
as identifying and closing any potential pathways that may lead to a 
re-introduction. It is critical that a funding level of at least $6-3 
million remains available to maintain the appropriate level of 
pheromone trapping to ensure that any future detections are eradicated 
quickly before they spread. Added funds may be necessary to carry out 
EGVM survey/detection activities in other areas of the U.S. 

Mr. Farr: I hope the department will not undercut funding to 
this program so it can continue to be an integral part of a successful 
detection and eradication effort. I'd appreciate your comments on 
that . 


Response: The European grapevine moth program has indeed been a 

great success, thanks to the cooperative efforts at the Federal, State, 
County and industry levels. The FY 2017 budget request includes 
funding to continue this important effort. 
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QUESTIONS SUBMITTED BY CONGRESSWOMAN ROSA DELAURO 
Trans-Pacific Partnership (TPP) 

uSDA' s only study on the Trans-Pacific Partnership (TP?) concluded that 
the agreement will have "no measurable effects on U.S. real GDP in 
2025." While the agreement may not improve the economy, it certainly 
presents a threat to our food safety system. Last year I toured a port 
to review our seafood inspection process, and I urged the 
Adrrdnistration to take action to ensure that our fragile food safety 
system would not be threatened. I remain extrem.ely skeptical of the 
Administration's assertions that the TPP will not undermine our food 
safety here in the United States. 

Ms. DeLauro: Mr. Secretary, what percentage of foreign seafood 
are we able to physically inspect at our border? 

Response: As of March 1, 2016, USDA will be authorized to 

inspect Siluriformes fish and Siluriformes fish products and is in the 
process of implementing that authority through an 18-month transitional 
implementation period for both domestic and international producers. 

On the effective date, Siluriformes fish, including catfish, are under 
the regulatory jurisdiction of FSIS and no longer regulated by the U.S. 
Food and Drug Administration (FDA) . Outside the Siluriformes program, 
USDA is not authorized to implement seafood inspections. We do not 
collect the data you requested, which would reside with FDA*. 

* U.S. Department of Agriculture, Economic Research Service, released 
B'DA Refusals of Imported Food Products by Country and Category, 
2005-2013, EIB-151, on March 28, 2016. The report does not identify 
the percentage of each product inspected, but rather cites that "FDA 
has the resources to inspect only a handful of foreign facilities, 
and physically examines less than i percent of shipments offered for 
import , " 

Ms. DeLauro: In 2015, how many shipments of foreign food 
product from Vietnam and Malaysia were stopped and rejected at the 
border? 

Response: USDA's Food Safety and Inspection Service is 

responsible for ensuring that the nation's commercial supply of meat, 
poultry, and egg products, is safe, wholesome, unadulterated, and 
properly labeled and packaged. Currently, Vietnam and Malaysia are 
not eligible to export meat, poultry, or egg products to the United 
States and there were no imports of these products from them in 2015. 
USDA did not inspect food products other than meat, poultry, and egg 
products, and did not collect the data requested for food products 
outside our authority. FDA was responsible for other food product 
imports , including Siluriformes . 

Ms. DeLauro: How many foreign food shipments from Vietnam and 
Malaysia are contaminated by filth, antibiotic resistant bacteria, or 
banned chemicals? 

Response: USDA's Food Safety and Inspection Service is 

responsible for ensuring that the nation's commercial supply of 
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meat, poultry, and egg products, is safe, wholesome, unadulterated 
and properly labeled and packaged. Currently, Vietnam and Malaysia 
are not eligible to export meat or poultry products to the United 
States and there were no imports of these products from them in 2015. 
USDA did not inspect food products other than meat, poultry, and egg 
products, and did not collect the data requested for food products 
outside our authority. FDA was responsible for other food product 
imports, including Siluriform.es . 

Ms. DeLauro: How much of this product ends up in our markets and 
on our plates? What is the impact on public health? Do you know? 

Response: Vietnam and Malaysia are not eligible to export meat 
or poultry products to the United States. 

Ms. DeLauro: Also, the recent decision by Trans-Canada, the 
company behind the Keystone XL pipeline, to bring a $15 billion 
investment challenge under NAFTA. Isn't this a problem? 

Response: USDA has seen TransCanada' s announcement and in 

discussions with our colleagues from the Department of State, who are 
the lead on international investment matters, they have informed us 
that a request for arbitration has not been officially brought. 

Ms. DeLauro: Why should we enter into another trade agreement 
that will allow foreign investors to challenge domestic safety 
decisions and standards? 

Response: In regards to Investor State Dispute Settlement (ISDS) 
and TPP, it is important to understand that ISDS cannot change law in 
the United States or any other country. No government measure (federal, 
state, or local) can be blocked or reversed under the ISDS provisions 
or any other part of TPP. The United States would never negotiate away 
its right to regulate in the public interest, and we don't ask other 
countries to do so either. This is true with regard to public health 
and safety, the financial sector, the environment, and any other area 
where governments seek to regulate. 

Put simply, ISDS is a mechanism to promote good governance and the rule 
of law. ISDS protects basic rights— such as protection against 
discrimination and expropriation without compensation— akin to those 
enshrined in U.S. law and the Constitution. We already provide these 
protections at home to foreign and domestic investors under U.S. law. 
That's why— although we are party to 51 agreements with ISDS—the U.S. 
has never lost an ISDS case. Our trade agreements ensure the same kinds 
of protections to U.S. businesses and investors operating abroad, where 
they face a heightened risk of discrimination and bias. 

TPP includes a number of enhancements that strengthen the transparency 
and integrity of the dispute settlement process under ISDS. These 
include making hearings open to the public, allowing the public and 
public interest groups to file amicus curiae submissions, ensuring that 
all ISDS awards are subject to review by domestic courts or 
international review panels, ensuring that governments have a way to 
dismiss claims that are without merit on an expedited basis, and more. 
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ISDS ensures that a wide range of American businesses—inciuding small 
businesses— are protected against unfair discrimination when investing 
abroad. This will benefit the millions of American workers employed by 
these companies, as outside analysis shows that about half of ISDS 
cases are initiated by small- and medium-sized businesses, or 
individual investors . 


Cuba 

Mr. Secretary, in your written testimony you reference a request for 
USDA to establish an in- country presence in Cuba to cultivate key 
relationships, gain firsthand knowledge of the country's agricultural 
challenges, and develop programs for the mutual benefit of both 
countries. I think this step is absolutely vital and a long time 
coming . 


Ms. DeLauro: How do the current restrictions against Cuba hurt 
American farmers in the Cuban market? 

Response: U.S. government agencies - including USDA - remain 

prohibited by statute from providing export assistance and any credit 
guarantees for agricultural exports to Cuba. These restrictions apply 
to USDA's cooperative market development programs that have been shown 
by independent analysis to be highly effective in increasing U.S. 
agricultural exports, providing $35 in economic benefits for every 
dollar spent by government and industry on market development. USDA 
personnel are not currently authorized to engage in technical 
assistance conversations with Cuba. Through technical assistance, USDA 
assists developing countries in strengthening their capacity to 
participate in the global trading system. By helping countries develop 
and implement transparent, science based regulations and increased 
understanding of the U.S. regulatory system, USDA agencies expand 
global access to U.S. agriculture. Current restrictions against Cuba 
limit U.S. agriculture's ability to promote and guarantee financing of 
exports to Cuba, and build institutional capacities to promote easy 
access to the nearby and promising Cuban market. 

Ms. DeLauro: How will this proposal support American 
agricultural exports to Cuba? 

Response: USDA staff based in Cuba can expand Cuban demand for 
U.S. agricultural exports by providing to U.S. producers the timely and 
accurate market information that allows for quick responses to 
opportunities. Tn-country personnel can help exporters work through 
the challenges and difficulties that arise in any trading relationship, 
such as export detainment or misinterpretation of trade regulations. 

The increasing amount of personal travel by Americans to Cuba poses a 
risk of the introduction of new pests and diseases to U.S. agriculture. 
A USDA presence in Cuba will also protect worldwide U.S. agricultural 
exports by allowing USDA professionals to work with Cuban officials to 
clarify and verify Cuba's pest and disease status to properly design 
and implement risk mitigation measures. 

Salmonella 

Ms. DeLauro: In your written testimony, you mentioned USDA's 
zero tolerance policy for raw beef products containing six strains of 
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shiga-toxin producing E. coli; as well as, new standards for Salmonella 
and Campylobacter on chicken parts. While I feel these new standards 
are a step forward in fighting foodborne illnesses, implementing these 
standards alone is not enough to keep American consumers safe. 
Salmonella is a known disease-causing bacteria and the new rule allows 
Salmonella to be present in processed chicken and turkey products. The 
Food and Drug Administration routinely works to recall food products 
contaminated with Salmonella. Will you consider declaring antibiotic- 
resistant Salmonella an adulterant? This would strengthen FSIS's 
ability to protect our food supply. 

Response: FSIS' mission is to protect public health and ensure 
the safety of the food supply. In May 2011, the Center for Science in 
the Public Interest (CSPI) submitted a petition to USDA to designate 
certain antibiotic-resistant (ABR) strains of Salmonella as 
adulterants. On July 31, 2014, FSIS responded to the petition. After 
thoroughly reviewing the available data, FSIS concluded that the data 
did not support giving the four strains of ABR Salmonella identified in 
the petition a different status as an adulterant in raw ground meat and 
raw ground poultry than Salmonella strains that are susceptible to 
antibiotics. FSIS denied the petition without prejudice, which means 
that CSPI was not precluded from submitting a revised petition to 
support the requested action. CSPI submitted a new petition in October 
2014 that is currently under review by FSIS. While it is hard to give a 
timeline on when the review will be complete. Salmonella is still a 
priority for FSIS. In December 2013, FSIS released the Salmonella 
Action Plan, which outlines a coordinated and innovative approach to 
reduce this pathogen in meat and poultry products, FSIS has posted 
annual accomplishments online of its strategy to best address the 
threat of Salmonella in meat and poultry products. FSIS will continue 
to develop new methods to identify and control pathogens on food 
products and work to prevent these products from entering commerce. 


Hog HIM? 

Ms. DeLauro: Deputy Undersecretary for Food Safety Alfred 
Almanza told an industry conference in April 2015 of his intention to 
propose an expansion of the HIMP project in hog slaughter. He 
reiterated Chat in testimony before the House Agriculture Committee on 
September 16, 2015 and stated that a proposed rule on the issue would 
be published by the end of 2015. 

What is the status of that proposal? If it is forthcoming, I strongly 
urge you to delay releasing the proposed modernization of hog slaughter 
inspection until the USDA addresses public health concerns related to 
the hog Hazard Analysis and Critical Control Point-based Inspection 
Models Project's (HIMP). Until data from the recent implementation of 
poultry HIMP can be analyzed, we believe it is too early to expand this 
regulatory regime. I have also sent you a letter on this request, and I 
look forward to your response. 

Response: On November 14, 2014, FSIS released a report on its 
evaluation of HIMP market hog establishments. This report found that 
the five hog slaughter plants under the HIMP inspection system 
performed as well as the plants studied that were subject to the 
traditional inspection system in terms of food safety and product 
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wholesomeness . For example. Salmonella contamination rates are 
comparable under both inspection systems. 

Before we decide whether to make the HIMP program available to other 
plants, we will evaluate the results of additional analyses that we are 
conducting, including a science-based risk assessment to determine the 
impact of the inspection system on foodborne illness rates. Protecting 
the public health is FSIS' highest priority, and we look forward to 
continue working with you to ensure our food is safe. 

Dietary Guidelines 

Many national health experts and organizations believe the Dietary 
Guidelines for Americans are supported by a strong science base. In 
fact, it's remarkable how consistent the core recommendations of the 
Dietary Guidelines for Americans have been over the last 35 years— the 
science has just gotten stronger that Americans should eat more fruits 
and vegetables, whole grains and less saturated fat, salt, and 
sugar. However, some of my esteemed colleagues are attacking nutrition 
science and questioning this sensible, evidence-based and longstanding 
advice. Congress has required your department contract with the 
National Academy of Medicine for a review of the process for the 
development of the Dietary Guidelines for Americans. 

Ms. DeLauro: Can you tell us the status of USDA contracting for 
that review? What is USDA doing to counter the attacks on nutrition 
science and assure Americans of the strength of the science behind the 
Dietary Guidelines for Americans? 

Response: The core of the Dietary Guidelines has remained 

relatively consistent over time, while also advancing with the science, 
moving from nutrient-focused recommendations to food-based 
recommendations, and more recently to a consideration of overall 
dietary patterns. Nutrition is an evolving science and the 1990 
National Nutrition Monitoring and Related Research Act recognized this 
fact when mandating that the Guidelines be released every five years. 
Stakeholders and the public alike are bombarded with and react to 
individual studies and news stories about what to eat and what not to 
eat every day. We emphasize and appreciate others underscoring the fact 
that the Dietary Guidelines consider the totality of the science and 
provide recomm.endations based on the full body of the strongest 
scientific evidence. USDA has begun discussions with the Institutes of 
Medicine (now known as the National Academy of Medicine) regarding a 
comprehensive study of the Dietary Guidelines development process for 
the 2020-2025 edition. A third-party review of the process is timely as 
the next edition will include an expansion in food-based dietary 
guidance for the U.S, population: the addition of guidance for infants 
and toddlers (from birth to age 2), as well as additional dietary 
guidance for women who are pregnant (per the Congressional mandate in 
the Agricultural Act of 2014). 

Mechanically Tenderized Beef 

Ms. DeLauro: In May, the new mandatory USDA label to identify 
mechanically tenderized beef products will be implemented. The label 
must also contain validated preparation instructions. Given the amount 
of effort that both government and industry has invested in this new 
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label, it seems advisable to have some level of consumer education to 
accompany the public introduction of the label. Does USDA have any 
plans to conduct some form of educational outreach, either 
independently or in concert with other consumer-oriented nonprofits, to 
inform consumers about the importance of this new label? 

Response: FSIS is preparing to communicate about the new 
Mechanically Tenderized label through social and traditional media, as 
well as to coordinate outreach through various partnerships. 
Additionally, the Agency posted Qs and As on the FSIS website about the 
new cooking instructions that will be required to be included on the 
label. FSIS presented educational webinars on this matter to the Food 
Marketing Institute in November of 2015 and is planning additional 
webinars in April of this year. FSIS has also posted compliance 
guidelines to assist industry in developing validated cooking 
instructions as well as safe handling requirements on labels for 
Mechanically Tenderized Beef. These new cooking and preparation 
instructions, as well as existing safe handling language, will help 
consumers to prepare these products safely. 
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Mr. Aderholt. Good morning. The subcommittee will come to 
order. We started a little tardy this morning. We have had a con- 
ference meeting this morning to basically decide the fate of the ap- 
propriations bills for the rest of the year, so it sort of was an impor- 
tant conference meeting with the Speaker, sort of laying out our 
plans, so I tried to go by there for a minute before we started here. 
It is good to have you here, though, and thank you for your pres- 
ence here this morning. And, of course, welcome to the Appropria- 
tions subcommittee. This is our third hearing for fiscal year 2017. 
And I am sure my colleagues will agree that we have been off to 
a very swift and quick start. 

This, as I say, makes our third hearing, not only that we have 
had this year, but this week. We have been very busy in trying to 
get these appropriations bills finished in a very quick and diligent 
manner so that we can try to move these appropriation bills in reg- 
ular order. 

I have already shared some of the themes that we have set for 
the subcommittee, as we have met earlier in the week. But as a 
reminder, let me just say that four of those themes are: No. 1, in- 
creasing oversight efficiency and need for effective outcomes; No. 2, 
keeping rural America vibrant; three, supporting American farmers 
and ranchers and producers; and No. 4, protecting the health of 
people, plants and animals. And today, we will focus on theme No. 
1, increasing oversight, efficiency and the need for effective out- 
comes. 

This bill is off the oversight activities over the past several years, 
and it corresponds with the Inspector General’s efforts on this 
issue. Ms. Fong, we look forward to learning more about your work 
to encourage USDA to improve its governance process and internal 
controls, and to be more disciplined and transparent in its decision- 
making. 

This subcommittee respects your work, and we appreciate your 
recommendations on ways to continually improve the management 
of a large, complex and important part of the Federal Government. 
In fact, the subcommittee recognized your important work and in- 
cluded directives related to improper payments and unachieved 
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savings in the fiscal year 2016 report to the Secretary among oth- 
ers. 

The committee also recognized your leadership among the IG 
community. Not only did you lead the Council for Inspector Gen- 
erals on integrity and efficiency, which represents the entire IG 
community, but your work won every single one of the awards that 
the Council gives out in 2015. So you should be very proud of your 
work and those that work with you on that, and I know you are. 

I also would like to thank you for your agreeing to the request 
that the Ranking Member and I had, Mr. Farr, to review the New 
York Times allegation about the U.S. Meat Animal Research Cen- 
ter in Clay Center, Nebraska. Your assistance in auditing the 
claims included in the article and revealing the current conditions, 
practices, and policies will be very helpful to us. We look forward 
to having an update on your work on this issue. 

Before I recognize the ranking member, Mr. Farr, for his opening 
statement, I would like to thank him for his cooperation and his 
collegial working relationship that we have had on the sub- 
committee. While we sometimes have different priorities and some- 
times view things from a different angle, we both want USDA to 
be effective and efficient in implementing the laws and the pro- 
grams that Congress puts forth. 

So with that, let me recognize Mr. Farr for any comments and 
opening statements that he may have. 

Mr. Farr. Thank you very much, Mr. Chairman, I appreciate the 
congeniality in which we conduct this meeting and this Committee, 
and look forward to working with you. I think it could be a very 
exciting year, or it could be a real tough year, it is an election year, 
so there is a lot of uncertainty as to how people want to message 
Washington. It all comes down to what the Appropriations Com- 
mittee is doing. Certainly, our job is to have some oversight of this 
agency. And I would just like to thank all the people at the table, 
Ms. Fong and Mr. Harden and Ms. Coffey for being here today. 

And, you know, USDA is the partner for rural America. OIG, 
through your audits, investigations and recommendations help us 
make sure that USDA is a good partner. I want to thank each of 
you for the hard work in this respect. 

Yesterday, Secretary Vilsack was here and he commented on how 
frequently he hears, “I didn’t know USDA did that.” The Depart- 
ment has an incredibly broad jurisdiction. You know, when you 
think about all over the world and our ag advisers and embassies, 
our role here in this Committee on Commodity Futures Trading 
Commission on all the rural programs that go on, they just think 
it has to do with agriculture per se, and not so much with people 
and poverty. You are the watchdog for all of these programs. So I 
suspect you hear much of the same thing that they don’t know that 
you do all these jobs. 

Oversight is a critical responsibility of government, and I feel 
sometimes we don’t spend enough time in Congress with our over- 
sight role. And it really is nice to have you in helping us do that. 

I understand a request for fiscal year 2017 for OIG is a modest 
$5.2 million increase. We know investments in OIG provide signifi- 
cant returns, and I am confident we will hear today that OIG will 
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continue to provide great value to USDA and to the people the 
agency serves. 

Like the Chairman, I am interested in hearing a followup on a 
couple of previous issues that we talked about in the past year. 
Problems with the information technology improvements in the 
Farm Service Agency, and as the Chairman talked about, the ani- 
mal welfare problems at the Agriculture Research Service’s U.S. 
MARC facility. 

I would also be interested in your evaluations of outreach to vet- 
erans and outreach to new farmers. I look forward to your remarks. 
Thank you, Mr. Chairman. 

Mr. Aderholt. Thank you, Mr. Farr. 

Ms. Fong, the floor is open for your opening statement and we 
look forward to hearing that, so you may proceed. 

Opening Statement 

Ms. Fong. Thank you, Mr. Chairman, and Ranking Member 
Farr, and members of the committee for your very, very warm wel- 
come. And we always appreciate the opportunity to come up here 
and talk with you about the work we are doing, the challenges we 
are seeing and what we plan for the next fiscal year, as well as ad- 
dressing our fiscal year 2017 budget request as you all have men- 
tioned. 

As you know, OIG provides audit and investigative services to 
help tlSDA deliver its programs more effectively. That has been, 
and continues to be, a challenge for all of us. Overseeing the effec- 
tive delivery of USDA programs is a significant challenge, and I ap- 
preciate the fact that this subcommittee recognizes that. 

We believe that this challenge requires a sustained focus on ex- 
cellent management at all levels of the Department. Through our 
work over the past year, we are seeing that the highest policy lev- 
els of the Department have shown leadership and commitment in 
this area. But at the individual agency level, implementation and 
follow-through has been uneven. On particular issues, areas that 
come to mind in terms of how the Department is addressing its 
challenges, I think of our work in cybersecurity, the work on im- 
proper payments, financial management, IT investments and pro- 
curement. In order for the Department to make meaningful 
progress in these areas, we need to have concerted effort across all 
of USDA. And so we definitely appreciate this committee’s keen in- 
terest in those management challenges. 

I know you have my written statement, it highlights many of our 
key accomplishments, so I won’t go into that in any great detail. 
I just want to highlight for you a couple of things. In the food safe- 
ty area, we had a very significant case on egg recalls, that came 
to fruition this year, involving salmonella and bribery of an AMS 
employee as well that turned out very well. 

In the area of food safety we are also looking at AMS’s procure- 
ments of fruits and vegetables, USDA’s response to antibiotic re- 
sistance in livestock, and ARS’s handling of sensitive technology. 

In response to this Committee’s interest, as you have mentioned, 
we are doing quite a bit of work at U.S. MARC, and we will be very 
happy to elaborate on that in the question-and-answer portion of 
this. 
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We also spend quite a bit of our time on the benefit programs 
at USDA. I think you all know that the SNAP program, in par- 
ticular, represents a huge portion of the portfolio, and so we devote 
a significant amount of our investigative resources to that, and our 
statement goes through the results that we have gotten for our 
SNAP investigations. 

This year, we also did a significant audit on SNAP error rates. 
I think that has drawn quite a bit of attention and we will be very 
happy to discuss that in more detail as well, as well as the work 
we have done on error rates in the school lunch and breakfast pro- 
grams. 

In the farm program area, we do work on farm programs, crop 
insurance, and conservation programs. We have reported several 
significant fraud investigative reports there and we have an audit 
on the NRCS Conservation Easement program, which could be of 
interest to all of you. We are continuing our oversight this year, fo- 
cusing on the highly erodible lands programs, and the prairie pot- 
hole region, wetland conservation programs. 

As we have been talking, the third area where we focus our time 
is on overall departmental management. We have issued numerous 
reports on USDA’s IT systems and security, improper payments, 
the civil rights programs and outreach, and financial management. 
And while we are seeing some progress at the Department policy 
level, again, we want to emphasize that concerted attention needs 
to be paid to these issues throughout the Department within all the 
individual agencies and offices. 

I think you know we have an upcoming audit on the claims reso- 
lution process for Hispanic and women farmers. And we also have 
the USDA financial statement audits, which we expect to issue 
very shortly. 

In conclusion, let me just thank the subcommittee for the support 
you have given us in resources, and interest, and time over the 
years, and ask you to support the request for our increases for this 
year. Thank you. 
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Good morning, Chairman Adcrholt, Ranking Member Farr, and Members of the Subcommittee. I would 
like to thank you for the opportunity to testify regarding the Office of Inspector General’s (OIG) fiscal 
year (FY) 2017 budget request. My statement will provide the Subcommittee with the highlights of 
OIG’s recent audit and investigative work, as well as preview oversight initiatives we plan to complete in 
the future. 

In FY 2015, OIG concluded significant audits and investigations that helped improve how the Department 
administers its annual budget of $136.5 billion. As you know, we not only work to deter and detect 
instances of fraud, waste, and abuse, but we also make recommendations that improve how programs will 
function in the future. Our audit and investigative work last year obtained potential monetary results 
totaling over $1.24 billion. We issued 38 audit reports and made 205 recommendations to strengthen 
USDA programs and operations, which produced about $815 million in potential results. OIG 
investigations led to 817 convictions with potential results totaling over $431 million. 

In my statement, I will discuss the outcomes of our audit and investigative efforts, organized under our 
major strategic goals. My statement concludes with a discussion of the return on investment Congress 
receives from our work, as well as details about future initiatives to improve our oversight. 

Goal 1 — Safety and Security 

One of OIG’s most important oversight responsibilities is helping USDA ensure public safety and the 
security of the U.S. food supply. We continue to conduct audits and investigations designed to 
accomplish this goal. 

In August 2010, a nationwide outbreak oi Salmonella enteriiidis was traced back to an Iowa egg 
company. The company recalled 550 million eggs, which sparked a criminal investigation into the food 
poisoning case. Our investigation revealed that employees at the company’s egg processing facilities 
affixed labels to egg shipments that indicated false expiration dates with the intent to mislead State 
regulators and retail customers regarding the true age and freshness of the eggs. We also found that the 
company’s former marketing manager bribed an Agricultural Marketing Service (AMS) employee to 
ignore these improper practices. The company pled guilty to introducing misbranded eggs into interstate 
commerce with the intent to defraud. In April 2015, the owner and the chief operating officer were each 
sentenced to serve 3 months in prison and pay a fine of $100,000; the former marketing manager pled 
guilty to bribing a public official and was sentenced to 48 months of probation. The company was 
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sentenced to serve 36 months of probation and was ordered to pay a fine of $6.79 million and restitution 
of$83,008. 

Controls of Genetically Engineered Organisms 

OIG audits also contribute to the safety and security of the food supply. For example, our review of how 
the Animal and Plant Health Inspection Service (APHIS) oversees the environmental release of 
genetically engineered (GE) organisms found weaknesses in APHIS’ regulations and internal 
management controls. Those weaknesses increased the risk that regulated GE organisms would persist in 
the environment before they were deemed safe to grow without regulation. Our current review found that 
APHIS does not have adequate controls to monitor field trial locations or adequately use information on 
past performance to evaluate pennit applications. Overall, we concluded that APHIS needs to take steps 
to tighten its control and oversight over the release of GE organisms into the environment. Agency 
officials agreed with our recommendations. 

Safety of Ground Turkey 

OIG reviewed how the Food Safety and Inspection Service (FSIS) oversees the safety of ground turkey 
products, and found that the agency could improve how it monitors these products’ safety. Three turkey 
plants that participated in the Salmonella Initiative Program either did not increase pathogen sampling 
when they exceeded the allowable number oi Salmonella positive test results, or they did not implement 
pathogen interventions at the eontrol limits. Further, we identified that FSIS noncompliance records 
adequately documented failures to comply with regulations. However, the records were not always 
adequate indicators of potential problems with the plants’ food safety system because they were not 
tallied based on frequency, severity, and risk. Additionally, we found that FSIS could improve its 
pathogen sampling system. FSIS’ current sampling approach did not allow FSIS to regularly sample over 
60 percent of all U.S. turkey slaughter plants, over 75 percent of the active processing plants, or imported 
ground turkey products. The agency agreed with our recommendations to correct these weaknesses. 

Animal Welfare 

In response to this Committee’s concerns after The New York Times published an article critical of how 
animals were being treated at a research facility, OIG began a review of the U.S. Meat Animal Research 
Center’s research practices and operations. We identified 33 statements from the article to determine their 
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veracity. Our work is ongoing, but in September 2015, we provided an interim report describing our 
preliminary results with regard to 22 of the 33 statements. We expect to complete this work in 2016. 

This year, OIG expects to publish significant reports on how AMS procures processed fruits and 
vegetables, how USDA is responding to the major issues and challenges associated with livestock’s 
growing resistance to antibiotics, and how the Agricultural Research Service handles sensitive or dual-use 
research and technology. 

Goal 2 — Integrity of Benefits 

Another of OIG’s most important goals is helping USDA reduce vulnerabilities and strengthen integrity 
in the delivery of program assistance. For several years, OIG has focused on assisting the Department in 
improving the integrity of the Supplemental Nutrition Assistanee Program (SNAP), as well as other food 
assistance programs. Accounting for $69.66 billion in FY 2015 benefits, or 51 percent of USDA’s 
budget, SNAP is among the Federal Government’s largest programs. Accordingly, helping to ensure its 
integrity is one of OIG’s most important responsibilities. 

Food Assistance 

In FY 2015, about 58.6 percent of OIG’s investigative resources was devoted to SNAP-related criminal 
investigations; these investigations resulted in 583 convictions and monetary results totaling 
$122.7 million. As an example, OIG determined that three co-owners of a market in Grand Rapids, 
Michigan, routinely exchanged cash for SNAP benefits and for vouchers issued through the Special 
Supplemental Nutrition Program for Women, Infants, and Children. During a January 2015 trial, one of 
the co-owners of the market pled guilty to conspiracy to commit SNAP fraud, as well as fraud against 
other Federal programs. In June 2015, in U.S. District Court, Western District of Michigan, this 
defendant was sentenced to 34 months in prison. In July 2015, the remaining two co-owners were 
sentenced to 30 and 27 months in prison, respectively. One co-owner who was a naturalized U.S. citizen 
had his citizenship revoked. Two store employees who trafficked in SNAP benefits were sentenced to 
12 months and 1 day and 18 months in prison, respectively; all the defendants were ordered to jointly pay 
restitution of $1.2 million. 

OIG has also completed important audits related to food assistance. For example, OIG reviewed the 
quality control (QC) process that the Food and Nutrition Service (FNS) and the States use to determine 
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SNAP error rates. States determine household eligibility for SNAP and calculate and issue benefits. FNS 
and State agencies have QC processes to review these determinations. States review a sample of their 
SNAP cases and FNS verifies a sub-sample of these. The results are used to calculate State error rates; 
the national error rate is a weighted average of State rates. We found that States weakened the 
QC process by using third-party consultants and error review committees to mitigate individual QC- 
identified errors rather than improving eligibility determinations. FNS’ two-tier QC process is vulnerable 
to Stale abuse due to conflicting interests between (1) accurately reporting error rates and ineurring 
penalties or (2) mitigating errors and receiving a bonus. Further, States’ QC reviews did not meet SNAP 
regulatory requirements, and Federal oversight of State QC was inadequate. Finally, FNS’ Broad-Based 
Categorical Eligibility policy to determine eligibility was not consistent with SNAP regulations. Thus, 
we questioned over $184 million in program funding and concluded that FNS’ QC process tends to 
understate the national SNAP error rate. We accepted management decision on 10 recommendations, and 
we continue to work with FNS on the 9 remaining recommendations. 

In a separate review, we examined how FNS has attempted to lower the error rates for the National 
School Lunch and Breakfast Programs. During school year 2012-2013, school food authorities reduced 
or eliminated benefits for 107,974 of the 199,464 sampled households because household income was 
unsupported or excessive. Nevertheless, we estimated that FNS may have spent nearly $12.5 million 
during school year 2012-2013 on lunches for students who later had benefits reduced or denied after being 
selected for verification. Further, at least 97 percent of the households determined to be eligible for 
benefits based on household applications are not selected for verification and receive benefits based on 
self-reported income. We recommended that FNS strengthen controls over the programs, and officials 
generally agreed. 

OIG is currently performing work on an audit of SNAP’s administrative costs. Our work is designed to 
determine if States with county-administered programs are effectively and efficiently controlling costs. 
Other ongoing OIG food assistance-related reviews include an audit designed to determine whether only 
eligible able-bodied adults without dependents are receiving SNAP benefits, and a review assessing 
States’ implementation of and compliance with the certification of households as eligible for SNAP. 

Farm Programs 

OIG has completed several significant fraud investigations in USDA’s farm programs. One such case led 

to an insurance company agreeing to pay $44 million to settle allegations that it knowingly falsified 
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documents and issued insurance policies that were ineligible under USDA’s Federal Crop Insurance 
Program. The specific allegations were that company employees backdated policies, forged farmers’ 
signatures, accepted late and altered documents, altered dates and signatures, and signed documents after 
relevant deadlines. The investigation was coordinated out of North Carolina, but also involved policies 
that were issued in California, Mississippi, North Dakota, Texas, Washington, and Kansas. 

As a result of another investigation, a jury in North Dakota found two brothers who farmed potatoes 
guilty on charges of conspiracy to commit fraud in connection with Federal Crop Insurance and Federal 
Crop Disaster Programs. In March 2015, the two brothers were sentenced to 48 months and 18 months of 
incarceration, respectively, and ordered to pay $932,776 in restitution. The brothers’ scheme, carried out 
over a period of years from as early as 2002, involved intentionally destroying and damaging potato crops 
in order to obtain Federal crop insurance indemnities and Federal crop disaster benefits. The brothers and 
their farming operations received millions of dollars in Federal crop insurance indemnities, subsidized 
crop insurance premiums, and Federal disaster benefits. 

Another investigation determined that a producer who operated a vineyard in Ohio made false statements 
on loan applications to obtain Farm Service Agency (FSA) loans to purchase farmland, and operating 
loans to buy grapes, equipment, and other essentials for the vineyard. The producer also falsified an 
application for an emergency loan to refinance debts. The investigation revealed that, since 2007, he 
illegally sold property that was mortgaged to FSA to secure the loans. In June 2015, the producer was 
sentenced to 15 months in prison and ordered to pay $447,406 in restitution and a $10,000 fine. 

OIG audits also contribute to improving the integrity of USDA’s farm programs. The Risk Management 
Agency (RMA) strives to ensure that producers, insurance companies, and insurance agents comply with 
the requirements of the Federal Crop insurance Program. RMA’s National Program Operations Review 
(NPOR) is one of the agency’s primary tools for ensuring that private insurance companies that directly 
insure farmers comply with laws and regulations. Our analysis of 50 NPOR reviews of crop insurance 
policies found instances of incomplete checklists, undocumented computations and assessments of the 
accuracy of indemnities paid by private insurers, no evidence of verification of the actual production 
history yields, and instances of company noncompliance. As a result, RMA cannot ensure that private 
companies are providing insurance according to the agreements they have signed with the Government. 
RMA agreed with our findings and recommendations. 
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Another audit of RMA’s internal compliance activities found that RMA has not developed an overall 
formal strategy for supervising and overseeing the compliance case management activities of its regional 
compliance offices. Speciiicaliy, we found that RMA’s national office was not fully utilizing the 
Compliance Activities and Results System’s capabilities to identify key performance indicators and 
generate reports to monitor and oversee compliance activities. As a result, RMA is unable to effectively 
measure its performance to ensure the integrity of the Federal Crop Insurance Program. RMA generally 
agreed with our recommendations. 

Conservation Programs 

OIG has dedicated significant resources to help the Natural Resources Conservation Service (NRCS) 
improve oversight of its programs. NRCS provides Federal funds for conser\^ation programs to maintain 
or enhance land to benefit agriculture and the environment. NRCS pays up to 50 percent of the fair 
market value for conservation easements through its Farm and Ranch Lands Protection Program, and up 
to 100 percent for land under the Emergency Watershed Protection Program and Wetlands Reserve 
Program. We found that NRCS’ control environment for land valuation did not meet Government 
Accountability Office standards. As a result, NRCS was unable to prevent program officials from paying 
for easements with insufficiently supported easements of over $43 million. NRCS agreed with our 
findings and we accepted management decision on 9 of the 10 recommendations. 

OIG has a number of upcoming reports related to NRCS conservation programs, including our evaluation 
of how NRCS is administering wetland conservation provisions in the Prairie Pothole Region, as well as 
how NRCS and FSA are working to oversee land that is considered highly erodible. 

Goal 3 — Management Improvement Initiatives 

OIG works to improve the systems the Department needs to function effectively, ranging from 
management controls to information technology (IT) systems. In recent years, USDA has worked to 
modernize its IT infrastructure, which must manage vast amounts of data associated with its many 
programs and operations. OIG audits have helped the Department make progress in this area. 
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Information Technology 

Our annual review required by the Federal Information Security Modernization Act of 2014* found that, 
although USDA continues to improve the security posture of its IT infrastructure and associated data, 
many longstanding weaknesses remain. In FYs 2009-2014, OIG made 57 recommendations for 
improving the security of USDA’s systems, but the Department implemented corrective action for only 
3 1 . Security weaknesses still exist in 3 of the 3 1 closed recommendations. We noted the Office of the 
Chief Information Officer is taking positive steps to improve its security, such as improving its incident 
response and Risk Management Framework. However, the individual USDA agencies included in this 
review have not implemented all of the requirements for security training, remote access management, 
and contingency planning. It is now critical that agencies create and implement agency-specific 
procedures to ensure compliance with USDA policy and improve the Department’s future security 
posture. 

Despite this progress, other OIG audits point to ongoing problems with IT systems at USDA. For 
example, our review of FSA’s Modernize and Innovate the Delivery of Agricultural Systems (MIDAS) 
effort found that MIDAS was 2 years overdue, approximately $140 million over budget, and had not 
delivered the promised enterprise solution. As of April 1, 2015, FSA had obligated over $444 million to 
this project and had retired only I of the 66 applications that were to be replaced by MIDAS. By 2022, 
the program is projected to have a total cost of nearly $824 million. In July 2014, the Secretary of 
Agriculture directed that future MIDAS development cease. OIG attributes MIDAS’ shortcomings to 
ineffective management. FSA agreed with our recommendations to reevaluate this project and consider 
alternatives. 

We have also found that FSIS faced challenges when implementing its web-based Public Health 
Information System (PHIS), which was intended to collect and analyze near real-time food safety data. 
OIG identified weaknesses during PHIS' design and implementation, including cost overruns during 
PHIS development, inconsistent plsmt internet connections, and inaccurate establishment profiles. We 
also found that inspectors were not utilizing a function in PHIS that allowed them to record the reasons 
that inspection tasks were incomplete. These problems occurred because FSIS did not implement internal 
controls to effectively monitor and evaluate the performance of PHIS. Moreover, FSIS did not ensure that 
the system was accessible, that it was operating as designed, and that its information was both complete 


Pub. L.No. 113-283, 128 Stat.3073. 
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and accurate. Although FSIS expressed concerns with our findings, the agency has agreed to implement 
all of our recommendations. 

Financial Management 

OIG has also made significant recommendations aimed at helping the Department improve its financial 
management, an area where the Department is experiencing challenges. In performing our annual review 
required by the Improper Payments Information Act (IPIA), as amended,^ wc found that USDA did not 
comply with improper payment requirements for a fourth consecutive year. The Department reported 
mandatory improper payment information for 20 programs identified as susceptible to significant 
improper payments (high-risk). We found that USDA complied with 3 of 6 requirements, but 8 of 
20 high-risk programs did not publish an improper payment estimate as required, meet annua! reduction 
targets, or publish gross improper payment rates of less than 10 percent. During this fourth review, we 
determined that it is critical for the Office of the Chief Financial Officer and senior officials for each 
noncompliant component agency to set aggressive goals to help USDA achieve compliance with IPIA, as 
amended. The Department generally agreed with our findings and recommendations. 

The Office of Management and Budget (0MB) granted USDA’s request for an extension for USDA’s 
FY 2015 Agency Financial Report, which includes the consolidated financial statements. 0MB extended 
the deadline to February 12, 2016, to provide an opportunity for the Commodity Credit Corporation 
(CCC) and its auditor, KPMG, to audit parent-child accounting activity between CCC and the U.S. 

Agency for International Development, in addition to accounting for accruals and potential Farm Bill 
liabilities. As this is USDA’s second audit extension in 2 years, 0MB has requested that USDA provide a 
comprehensive corrective action plan for any FY 2015 audit findings. 0MB will then work with USDA 
to monitor the corrective actions and prevent the need for future extensions. Upon completion of CCC’s 
financial statement audit, OIG will be able to complete our audit of USDA’s consolidated financial 
statements. 

Investigations 

In the area of management improvement, OIG investigates matters involving the potential misconduct of 
USDA employees. Within personnel misconduct investigations there is a subset of cases OIG is 

^ Pub. L. No. 107-300, 1 16 Stat. 2350. As amended by the Improper Payments Elimination and Recovery Act of 2010 (Pub. L, 
No. 1 1 1-204, 124 Stat. 2224) and by the Improper Payments Elimination and Recovery Improvement Act of 2012 (Pub. L. No. 
112-248, 126 Stat. 2390). 
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statutoriiy required to investigate. These investigations include Forest Service wildland fire fatality 
investigations^ and whistleblower allegations involving contract employees.'* Due to an active wildfire 
season, OIG has two ongoing investigations into the fatalities of Forest Service firefighters who died as a 
result of a bum-over or entrapment while fighting wildland fires. Also, OIG has received four 
whistleblow’er complaints that allege reprisal against USDA contractors. These whistleblow'er 
investigations are at various stages in the investigative process. 

Civil Rights and Outreach 

OIG also performs reviews intended to help the Department reach underserved populations, such as new 
farmers. Although the Sceretary of Agriculture has emphasia^d providing assistance to beginning 
farmers, we found that the Department had not developed an integrated and coordinated strategy to ensure 
that the Secretary’s direction was effectively implemented during the time period of OIG’s review. As a 
result, USDA cannot ensure that the $3.9 billion of beginning farmers’ assistance in FYs 2012 and 2013 
has achieved effective and measurable outcomes. However, USDA is moving in the right direction. In 
early 2014, the Deputy Secretary brought together representatives from across the Department to focus on 
developing a unified strategy for assisting beginning farmers and ranchers. USDA also unveiled a new 
website that provides a centralized, onc-stop resource where beginning farmers and ranchers can explore 
the variety of USDA assistance designed to help them succeed. The Department generally agreed with 
our findings and recommendations. 

Our review of FSA’s controls for marketing and administering microloans in order to make credit 
available to eligible producers concluded that FSA’s controls appear adequate to achieve the program’s 
goals. Nonetheless, w'e found that opportunities exist to improve operations in areas where FSA required 
excessive seeurity for loans, inconsistently filed security liens, and inconsistently established microloan 
repayment terms. We also found that FSA could not demonstrate that it had successfully reached out to 
some target audiences. As a result, FSA may not fully achieve its objective of providing support to 
current and prospective producers, including underser\'ed groups and veterans. If the agency does not 
market its programs effectively to all producers, including underserved groups, then some producers may 
not receive the information and assistance they need to succeed, and those producers may perceive that 
FSA is treating them inequitably. FSA generally agreed with our findings. 


’ Pub. L. No. 107-203, 1 16 Stat. 774. 7 U.S.C. §§ 2270b and 2270c. 
^ Pub. L. No. 1 12-239, 126 Stat. 1632. 41 U.S.C. § 4712. 
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We have also recently conducted a performance audit of the completed claims process for the In re Black 
Farmers Discrimination Litigation settlement based on statistical samples of adjudicated claims. We 
concluded awards were granted to eligible claimants in accordance with the settlement agreement. 

In 2016, OIG expects to complete and publish an audit concerning whether the claims review process for 
Hispanic and women farmers was designed adequately and functioning to ensure that funds were 
distributed only to eligible applicants. 

OIG’s FY 2017 Budget Request 

We would like to thank the Subcommittee for its support in recent fiscal years. That support has enabled 
us to perform work that identifies potential improvements in the wide array of USDA’s programs. 

The total appropriation for OIG over the last 5 fiscal years was approximately $441 million. For this 
period, the potential dollar impact of OIG’s audits and investigations was $8.9 billion, resulting in cost 
savings and recoveries of over $20 for every dollar invested. During this same 5-year period, OIG made 
1,472 audit recommendations, some of which carry no monetary value, per se, but can significantly 
improve safety, security, and public health. It is also noteworthy that OIG investigations resulted in 
2,964 successful convictions in the last 5 fiscal years. 

OIG continues to look for innovative and effective ways to accomplish our mission. During FY 2015, 
OIG formed a pilot Office of Data Sciences (ODS) to provide data mining and analysis support to our 
investigative staff for activities involving potential fraud in USDA programs. During its first 9 months of 
operation, ODS made significant contributions to ongoing OIG investigative efforts involving active 
investigations and case development. 

The requested increase in OIG’s FY 2017 budget will allow us to provide even more effective oversight 
of USDA programs. We are asking for a total increase of $5.2 million — $1.1 million and 8 staff years 
will be devoted to providing increased oversight of USDA’s IT investments and another S 1 .6 million will 
be used to establish an Audit Center of Excellence designed to enhance our oversight of improper 
payments. We are also requesting $1.4 million for increased rental payments and funds to continue 
downsizing our current space needs, which will result in long-term rent savings to OIG. The remaining 
funds will be used to pay increased FY 2017 salary costs. 

This concludes my testimony. I would be pleased to address any questions you may have. 
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FINANCIAL STATEMENTS 

Mr. Aderholt. In your testimony, you mentioned that this is the 
second year that USDA has delayed in submitting its financial 
statements. In particular, you mentioned that problems are ongo- 
ing between the U.S. Agency for International Development, 
USAID, and the Commodity Credit Corporation. This is not the 
first time that this Committee has noted problems with cooperation 
between the USDA and USAID. This is a special, and, at times, 
confrontational relationship between the two agencies that usually 
involved international food aid. In fact, the 2016 House Report di- 
rected that the two agencies update a memorandum of under- 
standing between the two agencies. In addition, we understand 
that there has been trouble in obtaining information in response to 
questions for the record for that hearing last year. 

Would you describe, in as much detail as you are allowed to do 
so, the outstanding issue or issues between the Commodity Credit 
Corporation and USAID regarding the financial statements. 

Ms. Fong. OK. Let me just, at a very high level, inform the com- 
mittee of where we are on this issue. As you all know, the financial 
statement audits are usually due to 0MB on November 15. The 
Commodity Credit Corporation is one of the six stand-alone audits 
within USDA, which all roll up into the overall consolidated audit 
of the financial statements. 

This year, because of, I think, challenges in the processes of get- 
ting the financial statements for the CCC completed, the Depart- 
ment requested an extension. The auditor for CCC is KPMG, they 
have been working very closely with CCC to obtain the information 
they need to issue an opinion. As you know, the deadline for pro- 
viding these audits to 0MB is today, the extension is today. We an- 
ticipate issuing that audit for CCC this afternoon. After we are 
done with this hearing, we will go back and finish our work. 

And then the next step will be to issue the Department’s consoli- 
dated financial statement audit, based on the roll-up of all of the 
pieces of the Department. The deadline for that opinion is also 
today. And at this stage, we are on track to issue that one this 
afternoon, the consolidated report for the Department. We will 
issue the reports to the Department and to 0MB. And we will 
make sure that we provide them to you as is our normal process. 
And we will be available to brief, if you all are interested in that, 
once we issue the reports. 

Mr. Aderholt. OK. Regarding the relationship between the 
USAID and the Commodity Trading Corporation, has this been an 
ongoing issue that you have observed? 

Mr. Harden. This one is fairly new this year, it is not a bone 
of contention between CCC and USAID. The matter was whether 
CCC could provide sufficient evidence to the auditors and they 
have to work through USAID in getting that evidence to form an 
opinion. That is where it was in being aWe to provide the necessary 
evidence of the transactions. 

Mr. Aderholt. That is in particular to what happened this year. 

Mr. Harden. Yes. 

Mr. Aderholt. But have there been, in the past, ongoing issues? 
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Mr. Harden. I don’t recall, but I will look into that and provide 
a summary. There have been different issues with CCC over the 
years. But I just have to look into it. 

[The information follows:] 

Response: Upon review of this request, OIG determined that further discussion 
with Committee staff was necessary. As such, we will be working with Committee 
staff to adequately address Chairman Aderholt’s question. 

Mr. Aderholt. What about the Department as a whole, with 
USAID? 

Mr. Harden. From a programmatic standpoint, I do not know if 
I have done any recent work to be able to speak to that. 

U.S. MEAT ANIMAL RESEARCH CENTER 

Mr. Aderholt. OK. Around this time last year, a lot of us were 
shocked to learn about the accusations in the New York Times 
about the alleged mistreatment of animals at the U.S. Meat Ani- 
mal Research Center. After the article, Mr. Farr and I reached out 
to you to investigate the allegations and we appreciate you looking 
into it. 

Based on the interim report that you submitted to us, there were 
certainly some areas that USDA needs to address to ensure animal 
care policies are followed. However, it appears that some of the al- 
legations were not quite as shocking as they were initially sounded. 

Can you provide us with some more details on where this review 
stands and what work remains to be done for the report to reach 
its conclusion? 

Mr. Harden. Yes, sir. With regard to the statements that we 
have already issued in the interim report, as you know, some of 
them were true based on what they were saying, some of them 
needed a little more context to understand what was said. Since 
issuing that report, we have continued to look at the remaining 
statements, but we are also doing work to look at ARS’s oversight 
of the animal welfare practices at U.S. MARC. 

We also reached out to the reporter from the New York Times to 
see if we could do an interview with him. He declined. We reached 
out to the person who made the allegations in the New York Times. 
We interviewed him. He provided some additional information for 
us to look at so we have taken those allegations under review in 
pulling our work together. 

We are also considering allegations and complaints raised by 
other interest groups, different animal welfare groups submitted 
information to us when they knew we were looking at it. We are 
evaluating that as well. 

Right now, we are in the latter stages of field work, and we are 
starting to draft the report and hope to have that out before the 
summer. 

Mr. Aderholt. Well, please keep us informed as you move for- 
ward with the process, and we want to certainly make sure that 
we stay abreast of that. 

Mr. Farr. 

Mr. Farr. Thank you, Mr. Chairman. I am completing about 42 
years of public office. Before that, my first job was working for the 
legislative analysts in California, which is sort of the 0MB office, 
only it is a little more powerful that in the legislature. One of the 
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things that struck me was that we would discover where the law 
was written and just sort of ended up having unintended con- 
sequences, I mean, it didn’t get what it wanted. A lot of this was 
in education on testing, you could just slap the schools for not 
teaching right, when, indeed, the question in the law, or the goal 
in the law was awkwardly written. 

I was just thinking, you were talking about error rates and 
things like that, and the fact that 0MB is sort of coming on to you 
and saying, I guess this 0MB guidance, it notes that there is con- 
cern that they are overreaching. I wonder if you could speak about 
that? 

What I really would love to know is, are you able to sort of say 
the law ought to be rewritten? I think — Congress is never going to 
fill its oversight capability to know when — we write very generic 
law, and then you write the rules, and then it has to be adminis- 
tered. And then when there are errors at the local level, it is beat- 
ing up on the errors rather than looking back, maybe there is a 
better way of doing this. It seems to me that you could have that 
role and do it. Is it ever used that way to come back and say, there 
are programs that are being administered much smoother, with 
less error rates or things like that? I don’t know. 

So I guess what I am concerned with is 0MB is a one stop, but 
they work for the President, not for Congress. And they ought to 
be able to come in to Congress every year with a report saying 
these are things that ought to be cleaned up or fixed up, there is 
a better methodology. We don’t get that information. 

FITARA 

So I am concerned, what are they asking to hear? I guess what 
I have written here is the OIG’s recent semiannual report to Con- 
gress notes concerns over OMB’s guidance on implementing the 
Federal Information Technology Acquisition Reform Act. What are 
some of those concerns that you have? 

Ms. Fong. That is a good question. I believe FITARA, which is 
the law that you are mentioning, the purpose of that was to bring 
some discipline and improve IT acquisition processes within the 
government. And overall, I think that is an admirable goal and I 
think the Act itself has some very good provisions that will allow 
the CIOs at each department and agency to really get a handle on 
the investments, and to make sure the investments in a depart- 
ment are consistent and abide by the standards. 

Where we, I think, had a concern had to do with the particular 
role of the IG, and our independence, and how we interact with the 
CIOs in the agencies. We are working with 0MB to clarify that and 
I think we are on a very good path with that. 

Since it is a fairly new law, I think the proof will be in the pud- 
ding. As it starts to get implemented, as you know, we will see how 
things actually play out, see whether it is having a good impact. 
As we look at IT investments within the Department, we may have 
some observations to offer in future years. That actually is one of 
our budget requests for fiscal year 2017. We are looking for some 
additional funds to allow us to audit significant IT system invest- 
ments within the Department to make sure they are on time, they 
don’t go over budget, they actually accomplish what the program 
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managers want them to accomplish, you know. I think a key exam- 
ple that you all are aware of is the whole MIDAS system and how 
that developed, you all asked us to do some audit work on that be- 
cause of concerns. 

Mr. Farr. So do those recommendations come back to us in pret- 
ty measurable ways in which we as legislators can fix it? 

Ms. Fong. Well, the way that we would surface concerns and rec- 
ommendations would be through our audit reports, generally 
speaking. And as we look at systems, for example MIDAS, we made 
recommendations to the Department, I think, and because we for- 
warded the reports to you all, you were very aware of what we 
were finding there. 

Similarly, when FITARA gets implemented, as we look at how 
the CIO’s and the departments implement it and we start to audit 
some of the systems there, we will be able to assess whether it is 
effective and we will then, if there are findings and recommenda- 
tions to be made, we will surface them through our audit rec- 
ommendation process, and testimony like this, oversight hearings. 

Mr. Farr. Thank you. 

Mr. Aderholt. Mr. Valadao. 


FSIS 

Mr. Valadao. Thank you, Mr. Chairman. Thank you. Inspector 
General, for your time today. In your most recent semiannual re- 
port to Congress, many issues are brought up in relation to the ef- 
fectiveness of the web-based public health information system, one 
of which is the observation that the web-Based system can only be 
used by inspectors when they have an adequate Internet connec- 
tion. This seems like a conclusion that could have been reached 
without an audit, but regardless, I am interested in hearing more 
about this system and what recommendations you have made to 
ensure that it could be used in rural areas that often do not have 
reliable access to Internet or high-speed Internet. 

Mr. Harden. Thank you for the question. As part of that review, 
we went out to a select number of plants; I don’t remember the 
exact number off the top of my head. But as our auditors were 
there, they observed the inspectors were trying to get on the sys- 
tem and they could not, sometimes they had to go outside the 
building in order to get a connection. So we raised that issue with 
FSIS. 

During the course of our work for that audit, FSIS made some 
changes they said were fixing the problem and bringing speed to 
the connections, if you will. We listened to them and decided to not 
make recommendations at that time because the changes they had 
made and we had not tested those changes. 

We also have current work that is in process where we are out 
at almost 90 plants doing follow-up work related to work we have 
done with risk-based inspections, as well as pre-slaughter activi- 
ties. We are testing those connections again, and if there are other 
issues that need to be raised, we will be raising those with FSIS, 
we are completing that field work right now. 
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BEGINNING FARMERS AND RANCHERS PROGRAM 

Mr. Valadao. Thanks. Agriculture plays a large role of the econ- 
omy in my district, obviously. Unfortunately, given the rural na- 
ture of my district, as well as economic constraints caused by many 
factors, one major one being the ongoing drought in California, 
many small farmers are being forced out of businesses. Just the 
other day, I heard from a constituent faced with the stress of sup- 
porting his young family, who had concerns over the cost of start- 
ing his own farm and the difficulty of staying in business. 

Programs like the Beginning Farmers and Ranchers Program 
that provide education and training, as well as other programs at 
the USDA, play a vital role in ensuring a new generation of farm- 
ers is ready to take on the challenge of feeding the Nation and the 
world. 

Again, in your semiannual report, you have indicated that the 
USDA cannot ensure that the $3.9 billion for beginning farmers as- 
sistance in fiscal years 2012 and 2013 has achieved effective and 
measurable outcomes. 

Aside from the meetings with stakeholders and the unveiling of 
the new website, what recommendations do you have to help USDA 
ensure that programs for beginning farmers and ranchers can suc- 
ceed? 

Ms. Fong. Yes, we recognize that that is a significant initiative, 
both on the part of this Committee as well as at the Department, 
critical initiative. I think our audit report pointed out that the 
challenges that the Department faces implementing the programs 
stem from a very basic need to have a strategic approach to deliv- 
ering the programs, and then making sure that implementation is 
tunneled through all of the individual agencies within the Depart- 
ment. That was a challenge early on, this administration has recog- 
nized it, as you point out, and they have now started to pull to- 
gether to ensure that there is closer cooperation within the Depart- 
ment. 

Gil, you may want to add some comments. 

Mr. Harden. That is essentially the message that we got coming 
out, there was a serious lack of coordination, because you had four 
or five different agencies out there basically doing their own thing. 
And what was recognized as we were doing that work was the need 
for coordination as we were also raising the question with them. So 
they have agreed to go out on a coordinated approach, and we just 
have to see with follow-up if they can follow through with it, be- 
cause this is an issue that was raised much earlier on by GAO in 
two prior reviews. 

Mr. Valadao. Thank you. Chairman, I yield back. 

Mr. Aderholt. Mr. Bishop. 

WIG AND SNAP FRAUD 

Mr. Bishop. Thank you very much. Welcome back, Ms. Fong, and 
your able assistants. Congratulations to you, you continue to do an 
admirable job, you are certainly one of the stellar offices in our gov- 
ernment, and we appreciate that very much. 

You mentioned the fraud investigations with SNAP and WIG. 
Over the past few years, as you know, I have had a continuing in- 
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terest in the management challenges which many of our States 
have faced in the administration and management of WIC and 
SNAP. For example, in Georgia, we face several major challenges 
managing the WIC and the SNAP program, which, thankfully, we 
have been able to successfully work through and have now re- 
solved. 

I notice in your fiscal year 2017 budget justification that your of- 
fice has joined with the Food and Nutrition Service, as well as 
State and local partners, on the Joint SNAP Initiative, which in- 
volves a multifaceted approach to combat SNAP fraud and the 
criminal and administrative action against both retailers and cli- 
ents who engage in SNAP trafficking. 

Can you just discuss briefly some recent developments on that 
front? 

Second, I am pleased that you are working with State and local 
governments on fraud issues, but can you tell me if there have 
been any discussions on possible initiatives, which could possibly 
assist our State and local partners in improving the actual man- 
agement and oversight practices with regard to SNAP and WIC, 
rather than focusing just on fraud. Given our State’s experience, I 
would urge both GIG and FNS to explore the development of best 
practices, or some preventive measures, including program train- 
ing, guidance and other measures which could assist the State 
agencies in advance and avoiding certain pitfalls in their steward- 
ship of SNAP and WIC funding. Is that something that you can do, 
and if so, I would like to request that you really, really consider 
doing that. 

It seems like it would be a win-win for everybody, and save us 
a lot of administrative time and you a lot of investigative time, 
and, of course, it would make the programs work better for the peo- 
ple who are recipients of those services. 

Ms. Fong. Thank you for your question. Congressman. I am 
going to ask Ann to offer some comments on our SNAP Initiative 
with States, but I want to just make a few comments, first, on your 
suggestion about management practices in the SNAP and WIC pro- 
gram and how we can work in a more proactive way to improve the 
management of those two programs. We take effective management 
of those two programs very seriously. We agree with you that to 
the extent that we can improve the management, we can avoid im- 
proper payments and fraud or, at least, start to address fraud. 

A number of the audits that we recently issued, I think, point out 
the way to the States in areas where they can actually do a better 
job. I am thinking, in particular, about the QC, the quality control 
process in SNAP, a very significant report we issued this past year, 
which points out a number of areas where the States could do a 
better job of determining eligibility right up front. 

Similarly, in the school lunch and breakfast programs, we have 
similar kinds of findings. And in the WIC program, as you men- 
tioned, we did an audit a year or 2 ago which talks about how the 
States can perhaps do a better job of ensuring that their recipients 
get the most benefit for their dollar. So I think we have a record 
of some very good recommendations, and we are working with FNS 
to make sure those get implemented. I also wanted to give Ann a 
few moments on SNAP 
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Ms. Coffey. Just a few comments on the SNAP Initiative. That 
was intended to partner the Office of the Inspector General special 
agents with State and local law enforcement agencies to use best 
practices, to share and identify ways we can better combat fraud 
in a partnership. So we have three locations within the Initiative 
that are currently ongoing. We have one that was initiated in the 
State of Washington, we have one that is currently ongoing in Los 
Angeles County, and we have one that we just recently initiated in 
October of this past year in the District of Columbia. These are 
areas that were identified by FNS as areas where, perhaps, there 
needed to be a greater focus on the client side, on the recipient side 
of the fraud. 

Within investigations, we typically focus on the retailers, because 
that is the direct funding from USDA to the retailer. Whereas, the 
States are administering the recipient side. So this is really more 
of a multifaceted approach to try to address the fraud on both 
sides, both on the client side, as well as on the retail side. Those 
investigations are currently ongoing, so I am somewhat limited as 
to what I can offer from the results perspective, but we would be 
more than happy to provide that information to you when we are 
drawing them to a conclusion. 

Mr. Bishop. Yeah, but when you go with a client, if the adminis- 
trators, the management team were on their game in the begin- 
ning, then the clients would not be able to commit the fraud. If 
they have best practices, and they are employing best practices, it 
seems like it would prevent the fraud from occurring. 

Ms. Coffey. I think probably from the perspective that really 
goes to the eligibility issue, relative to the clients. And I do believe 
that most States, and Gil can correct me on this focus, much of 
their funding on the front end looking at the eligibility as opposed 
to the fraud side. And so, with respect to being able to engage — 
it would be difficult for us to say that individuals who are legiti- 
mately eligible to receive the benefits would not still traffic poten- 
tially. I don’t think we have enough information to be able to say 
it that on the investigation side of the house. 

Mr. Bishop. So is there an education program to make recipients 
aware of the penalties that would result from trafficking? I mean, 
it seems like an education program, warnings, when people are 
being processed and when they receive their benefits, that there 
ought to be some communications that — some admonitions, would 
that not be a helpful practice, a best practice? 

Ms. Fong. I think that is a very good idea and we will follow up 
with FNS to see what we can partner with them in terms of raising 
awareness, and making sure that people are well-informed. 

Mr. Bishop. Thank you. I think my time is up. 

Mr. Aderholt. Mr. Palazzo. 

OPM COMPUTER SCHEDULE 

Mr. Palazzo. Thank you, Mr. Chairman. Ms. Fong, thank you for 
your testimony. A couple of things interested me greatly in your 
testimony, I was curious if you could elaborate on some of them. 
As you are aware, the OPM breach that occurred last year was 
devastating, and affected employees across all branches and agen- 
cies of the Federal Government. Many of our own staff were swept 
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up in this unprecedented security failure. What effect did this 
breach have on USDA employees, and specifically, as critical infor- 
mation, like program beneficiaries and other sensitive information? 

Ms. Fong. Yes, you raise a very good question. When the breach 
occurred, we immediately asked ourselves, what is going to be the 
impact on USDA? And we were thinking about it in a number of 
ways, we were thinking about it both in terms of individual em- 
ployees, as well as program participants, systems within USDA, 
what are the vulnerabilities and what do we need to do? And, you 
know, I think you are right, many of the USDA employees were af- 
fected personally, and 0PM has got the lead in terms of dealing 
with that issue. Where we focused our attention was on sitting 
down with the Department, the Chief Information Officer, and with 
the policymakers to say, look, these are the issues we have seen 
at USDA over the past few years in the area of Information Tech- 
nology security. We have seen vulnerabilities, we have consistently 
reported these vulnerabilities, here in a package is what we are 
seeing overall, and these are the issues we think you really need 
to be focusing on, because I think we all recognize that these 
threats are not going to go away. We believe that we have a good 
dialogue with the CIO’s office and with the policy level at the De- 
partment. And we believe progress is being made. Of course, there 
is always room for more progress. 

Mr. Harden. To build on that, I mean, we do have a very strong 
relationship with the CIO’s office, with the current one as well as 
the former one. But as Phyllis said, we talked to the new CIO 
when he came in to identify the different things and we meet with 
him periodically just to hear how things are going and make sure 
that we stay on top of stuff. 

Mr. Palazzo. Going forward, do you all have a plan for, perhaps, 
preventing something like this from taking place again, or are 
there just a lot of identified weaknesses waiting to be closed? Do 
you feel like you have closed that technological gap, or are we still 
at risk? 

Ms. Fong. Let me offer a few comments, and Gil, you might 
want to jump in. The challenge that we have at USDA as that the 
Department’s IT security profile is not good, and we have reported 
that for many years. In order to really turn the corner on that, and 
to put the Department in a good position, it is going to take a lot 
of effort, not only at the department CIO level, but at the indi- 
vidual agency level, because individual agencies within USDA are 
responsible for their internal security measures. And what we are 
seeing is that some agencies are better at this than others. There 
needs to be a really focused look across the Department, every 
agency needs to get into basic compliance with the IT security re- 
quirements that the government has, until that is done. And that 
will take some time, some time and effort. We just need to keep 
the focus on. Gil? 

Mr. Harden. Yes, and what I would say is over the past couple 
of years we have made progress at the Department level where 
they have now started getting the policies in place that they need. 
It now turns to the agencies, as Phyllis said, to take policies and 
implement those at the agencies. There are over 30 agencies at the 
Department that all operate their own IT systems and so it does 
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take a while. But our annual IT security reviews with FISMA 
touch on this and bring it forward every year. There are a number 
of open recommendations that have not been closed, and we con- 
tinue to work with OCIO to address those as well. 

Mr. Palazzo. Is there any form of a whip or carrot type of incen- 
tive to make the functional managers take this seriously? I mean, 
I know cybersecurity is a huge issue now, and it has been a huge 
issue, and we have talked about it, and we started whispering 
about it, and now we are screaming about it. It is ongoing; we 
know there are bad actors out there that, for whatever reason, are 
probing and trying to hack into our information. It varies, I guess, 
depending on country. 

Is there a whip or carrot? I mean, the one thing that I have seen 
a lot of the government, it just seems like there is no means to 
punish poor behavior or irresponsibility. I mean, people get written 
up, you get written up enough, you get transferred to another agen- 
cy, but you are really not punished. I am just curious, is there a 
whip or a carrot that has it been adopted into the methodology of 
the Department? 

Mr. Harden. The way the CIO is structured as I understand the 
underlying legislation, there isn’t that whip and carrot that the 
CIO at the Department has over the CIOs at the agencies, so there 
is a lot of education and encouragement. 

As the 0PM breach occurred, and we were talking to the Depart- 
ment, and we were briefing the Secretary on the issue. One of the 
things that he is using now is a scorecard, and we have seen his 
scorecard. He gets information on a weekly basis in terms of how 
agencies are doing on IT security. And so we continue to monitor 
that to see — and he uses basically a red-, yellow-, green-type score 
to see if people are getting better, and that is their way of moni- 
toring it. 

Mr. Palazzo. You mentioned 30 different CIOs. Have you 
thought of data consolidation at any point? Is that, perhaps, a rec- 
ommendation? I know the Department of Homeland Security has 
done an extremely good job and their information is extremely sen- 
sitive. And I haven’t heard any of their data being breached. I am 
just curious if that is something that you all thought about? 

Mr. Harden. I know we have had some discussions, I would have 
to go think the depth of those discussions that we had. Because I 
know the Department has done some things, I am just not well- 
versed on those. 

Mr. Palazzo. Well, as large as our government is, there is al- 
ways a best practice out there. So hopefully, you all can find a best 
practice and not recreate the wheel. So with that, thank you. It is 
always good to have a fellow Mississippian, especially a fellow CPA 
testifying in front of us. Thank you, Mrs. Fong. 

Mr. Aderholt. Ms. Pingree. 

Ms. Pingree. Thank you very much, Mr. Chair. Thank you so 
much for being here today and for the work you have been doing 
in explaining to us today. 

SCIENTIFIC INTEGRITY 

Last March, the USDA received a legal petition from the Public 
Employees for Environmental Responsibility requesting that the 
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USDA adopt policies that would protect government scientists who 
question the health and safety of agricultural chemicals. Then Reu- 
ters reported that USDA scientists were having their work 
censored or suppressed, especially when it related to 
neonicotinoids, or glyphosate, and especially when it conflicted with 
agricultural industry interests. In May of 2015, your office received 
a letter from advocacy groups urging you start a thorough inves- 
tigation into these reports of censorship. The letter mentioned some 
scientific evidence about linking glyphosate with the destruction of 
milkweed, which is obviously the primary food of monarch butter- 
flies. I do not have to tell you all of this, but there is certainly a 
lot of concern about the decline in monarch butterflies. And while 
it would be unthinkable that there would be any kind of censorship 
at the Department, if it was also having an effect that was detri- 
mental to protections for pollinators, I think that would be even 
more of concern. 

So, did the OIG respond to the respond to the request letter? Will 
there be an investigation about the reported censorship of USDA 
scientists? Will you make the information publicly available? 

Ms. Fong. Let me offer some comments on that, and then Gil 
might want to offer some. You are right, we have been made aware 
of the concerns of research scientists. We received the letter and 
our hotline has received complaints as well. This is an issue that 
is very troubling, and we certainly take it very seriously. We have, 
as you know, a lot of work going on right now at U.S. MARC, 
which raises similar kinds of concerns. And so, given all of that, we 
have looked, and we have an audit in our plan to assess whether, 
or to what extent there is any basis to these concerns on the part 
of research scientists. I think we are formulating an approach right 
now. But we plan to do that work this year. Certainly when we do 
our work, it will become publicly available when we are done. 

Ms. PiNGREE. So I guess you haven’t started the process, but you 
are taking it seriously. Is that what you are saying? 

Ms. Fong. We have a commitment, it is in our audit plan. 

Mr. Harden. I can go a little bit further than that. I do have a 
team that is assembled that is currently looking at the information 
that has been received and trying to figure out an approach as to 
how we are going to go about looking at it. So yes, it is something 
that, if we have not opened it already, it is to be opened in the very 
near future. 

Ms. PiNGREE. So the timeframe is soon? 

Mr. Harden. For opening it, yes. 

Ms. Fong. Our audits typically take 6 months to 12 months to 
complete, depending on the methodology. And in this case, to as- 
sess the viability of those concerns, it might require us to use a 
slightly different methodology than we use in normal audits, which 
is why we just want to spend some time thinking about how to best 
assess those issues. 

Ms. PiNGREE. So without getting too detailed, are you looking at 
the censorship aspect? The whistleblower aspect? Or are you tafing 
a comprehensive look of what is going on here? And were you say- 
ing in your answer to me that you had some of the similar concerns 
at the MARC? 
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Mr. Harden. Yes, none of those issues are off the table as we ap- 
proach it. We are looking at all the different issues that are raised 
in the complaints, the letters that are raised to us, to see if those 
are issues that we can actually go out and figure out a way to ob- 
jectively evaluate them. Usually where we do not take on issues 
where we cannot see that we can do an objective review of them. 
But that is all in part of setting up the approach, and there are 
a number of scientists that have made complaints. We want to con- 
sider, is there a way possibly of surveying the community to find 
out what people’s thoughts are. 

Ms. PiNGREE. I guess one last question. Just historically, has this 
been a problem before, or are you saying this just started to hap- 
pen over a period of recent time? 

Mr. Harden. This is the first that I am aware of it. 

Ms. Fong. You know, we may have, in the past, received indi- 
vidual or isolated complaints, but this is the first that we have 
seen a significant volume, which is why we are taking it seriously. 
And we would be very happy to brief you or your staff, once we de- 
termine our methodology, on our scope, methodology and time- 
frames. 

Ms. PiNGREE. Great. That would be very helpful, and I would ap- 
preciate that very much. Thank you, Mr. Chair. 

Mr. Aderholt. Mr. Yoder. 


FARM BILL 

Mr. Yoder. Thank you, Mr. Chairman. Ms. Fong, thank you go 
for joining our Committee today. I want to ask you a couple of 
questions about the farm bill implementation, topics that have 
been raised in this Committee before. I would like just to get an 
update on some of the SNAP savings that were agreed to as part 
of the farm bill compromise. We spent the morning talking some- 
what about the error rates, and that has been very instructive. 

I am also interested in the over $8 billion in savings that were 
expected to come from closing the heat-and-eat loophole that 17 
States were exploiting that was the central part of the farm bill 2 
years ago, in which there were about $23 billion in savings total, 
the vast majority which came from cutting programs to farmers, 
agricultural producers, and families. And the other portion was 
savings that were achieved by eliminating the heat-and-eat loop- 
hole, which is where States were essentially using federal dollars 
to trigger additional food stamp benefits that folks were not eligible 
for. So Congress fixed that in a broad, bipartisan deal and was sup- 
posed to save $8.5 billion. 

It became clear shortly thereafter that States would just meet 
the new threshold, which was $20 as opposed to $1.10, and so the 
savings may not have been achieved. Can you update us on where 
the savings would be on that? 

Ms. Fong. I am just conferring with Gil. I don’t believe that we 
have looked specifically at that issue to determine whether or not 
savings have been realized. 

Mr. Harden. We can take that up as part of our planning. 

Mr. Yoder. Well, I just think you are the Inspector General of 
the USDA, and the implementation of the farm bill is a key part 
of what the USDA is doing, and a key part of that is savings that 
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were to be achieved in what was a lengthy debate on the House 
floor, and all sides coming forward to say we have got to have def- 
icit reduction, and we are still running a half trillion dollar deficit 
in this country. And it wasn’t much, but $23 billion in savings over 
10 years, and I guess I would like a report from you to this com- 
mittee on how much we have actually saved and whether those 
savings have been realized. If not, what has occurred, and beyond 
just the error rates in SNAP, what about the intentional efforts by 
certain States to exploit a loophole to draw down greater federal 
dollars that Congress intended to fix. 

[The information follows:] 

Response: Upon review of this request, OIG determined that further discussion 
with Committee staff was necessary. As such, we will be working with Committee 
staff to adequately address Chairman Aderholt’s question. 

Ms. Fong. We will be happy to look into that. 

ERROR RATES IN FNS PROGRAMS 

Mr. Yoder. Now, along with that, there have been discussions 
about SNAP error rates, and you mentioned the WIC report, and 
we discussed that in this committee before and error rates there. 
I note there is also a significant set of error rates in the school 
lunch program. I think by a USDA study, 1 in 5 children were cer- 
tified in the wrong category, it is 20 percent. Seventy percent of the 
errors in certification involved overpayment. So I am assuming 
that is Federal overpayment to States, and 30 percent was under- 
payment. 

So I guess we seem to keep hearing these same things over and 
over again, year after year, whether it is WIC, SNAP, the student 
lunch program, to the tune of billions and billions and billions of 
dollars. And quite often, I hear from Ms. Fong when you appear be- 
fore this committee, that it is related to States improperly applying 
the categories uniformly across the country. 

And so, I guess I would want to know, are we just to accept this 
reality? It is kind of along the question Mr. Palazzo was asking, are 
we to accept the results, or are there things you would recommend 
to this Committee that we would be able to do that would penalize 
States that are not applying to the standards appropriately, or pe- 
nalize the USDA by reducing these programs by the amount of 
these error rates? 

I think everyone understands there might be a small error rate, 
but when you are talking 20 percent in some cases, that is just un- 
acceptable to any of our constituents, and we want to make sure 
that the dollars you are spending go to the people who need it and 
deserve it. And if it is going to the wrong people and it is not get- 
ting to the right people, and we are wasting taxpayer dollars. And 
I don’t think there is a Democrat or a Republican constituent in 
this country that wants to see their hard-earned tax dollars wasted 
or improperly paid. So it is a concern I think we all share. What 
are we to do about it? 

Ms. Fong. You raised some very good points on improper pay- 
ments, and you also mentioned our SNAP report, which we just 
issued on quality control, where we point out specifically things 
that the States were doing that did not comply with Federal policy 
and resulted in overpayments, a rise in improper payments. 
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We have some very specific recommendations to FNS on how to 
fix that. Very specific in terms of the use of third-party contractors, 
in terms of their eligibility determinations, how they should quality 
control; and we have recommendations to FNS itself on what it 
should be doing to change the system. I think we made 19 rec- 
ommendations. One thing that could be done would be to keep a 
very close eye on how the Department responds to those rec- 
ommendations. If it agrees to what we are saying, then we should 
be keeping a close eye on whether or not it gets implemented, and 
whether that is effective, can that be measured? And if the Depart- 
ment does not agree, then we should be having a very broad and 
robust debate on the reasons for the disagreement and how do we 
go from there. 

Mr. Yoder. Well, I just think the recommendations are helpful, 
Ms. Fong, but quite often, we hear the same thing from the officials 
when they come before the committee that they are in the process 
of implementing them. We see the same error rates year after year. 
You do a study every 5 or 6 years, you get sort of the same thing. 
And I guess at some point, either we are just going to come to ac- 
cept that we just have 20 percent error rates in some of these pro- 
grams and we waste money, or we are going to have to get serious 
about it. And I guess this Committee, in particular, may need to 
take States to task that are refusing to follow the rules and reduce 
the support. Because I don’t think we can continue to just send dol- 
lars, and you make recommendations and positions change, people 
change. Members of Congress come in and out, but taxpayers con- 
tinue to foot the bill. 

Mr. Harden. One additional thing I would add in terms of spe- 
cific recommendations, as part of the compliance work on improper 
payments last year, it was the fourth year in a row that the De- 
partment hadn’t met requirements for improper payments. For sev- 
eral programs from FNS, child and adult care feeding programs, 
school lunch, school breakfast, I think there was a WIC piece to it. 
They were required to put forth proposals so that they can get the 
error rates lower. As part of the current work that we are doing 
right now, we are looking at the proposals they put forward in 
order to make the changes. So we may have some additional rec- 
ommendations as we close that report, which is expected in May. 

Mr. Yoder. Well, one day I would love to have this hearing with 
all of you and have you come back and say we made these rec- 
ommendations, they were implemented and it went from 20 per- 
cent to 5 percent, and we saved billions of dollars for taxpayers, be- 
cause, otherwise, why are we even going through the exercises? 
With that, Mr. Chairman, I yield back. 

Mr. Aderholt. Mr. Young. 

STATE IMPLEMENTATION 

Mr. Young. Thank you, Mr. Chairman. Thank you for being here 
today. I want to dovetail on something Mr. Bishop, my colleague, 
was talking about, and you had a conversation with regarding rec- 
ommendations for States to do a better job with certain programs. 
Do you follow up and watch if the States are actually implementing 
these recommendations? Do you track that in any way? Do you see 
progress there? Just talk a little more about that. 
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Ms. Fong. In terms of our general audit process, and this is just 
at a very high level, when we issue an audit report, we make rec- 
ommendations, we have findings, and the Department engages 
with us, and ultimately, either agrees with us or doesn’t agree. If 
they agree with our recommendations, there is a whole process by 
which they are expected to take corrective action, and then to re- 
port, when they are done, so that we have a record of the fact that 
they have reported that they have finished corrective actions. 

Mr. Young. How often do they make corrective actions? What 
are the odds here? 

Ms. Fong. Well, I don’t have the specifics, we can certainly get 
that. 

Mr. Harden. Yes. 

Ms. Fong. Generally speaking, the Department has a good 
record of agreeing with our recommendations. They generally 
agree, ultimately, with what we recommend. The corrective action 
piece of it may take them a little longer to implement, depending 
on how long they are going. 

Where I think your question is going is do we, or does somebody 
then come in and verify that the action has actually been taken, 
and has it been effective in dealing with the underlying cause. And 
in some areas, when we plan our audit work, usually a few years 
after the initial audit, we will go back in and we will look to see 
how those corrective actions are going, did they really work? For 
example, right now, we have work in food safety, FSIS, where we 
are going out following up on some very significant recommenda- 
tions we made about 5 or 6 years ago, to make sure that everything 
is working the way we think it should be, or the way the Depart- 
ment thinks it should be. But it does — we can’t do that on an an- 
nual basis, we do it as we plan follow-up work in the different pro- 
gram areas. 

Mr. Young. You mentioned it takes about 6 to 12 months to do 
an audit investigation, depending on methodology, of course. About 
how many audits investigations do you do annually? 

Ms. Fong. Well, last year we issued 34. 

Mr. Harden. Thirty-eight. 

Ms. Fong. Thirty-eight audit reports. And Ann, do you have the 
figure for investigation? 

Ms. Coffey. So we track it a little bit differently. So we look at 
how many open investigations we have, and on an average 

INVESTIGATIONS PROCESS 

Mr. Young. That was my next question. How many then are not 
finalized and are still open? How long is your list for that kind of 
thing, and how do you prioritize? 

Ms. Coffey. Well, for investigations, we are a little bit different. 
Our timeframe is a little bit longer than it is for audit. Our inves- 
tigations can take anywhere from 18 months to 2 years to come to 
fruition, because we are dealing with a number of judicial actions 
that have to take place. We go from a field work stage to prosecu- 
torial stage, to final sentencing in our investigative work. 

So we do not have a finite — we are not able to say “finite,” we 
have closed X amount of cases. On average, we have probably 
about a thousand investigations that are open annually, so each 
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day is different. So you may close an investigation one day and 
open an investigation. So it is hard for us to put a specific number 
the way that audit does. 

Mr. Young. And they are all made public? 

Ms. Coffey. Our investigations are not made public. 

Mr. Young. OK. Where do your investigations come from? Is it 
internally you see something that needs to be analyzed? Is it from 
public pressure and advocacy? Is it from Congress generally? How 
do you decide what to investigate? 

Ms. Coffey. So with respect to how we get our investigative alle- 
gations, they come from a number of those locations you just iden- 
tified. We get them from the public, we get them through OIG hot- 
line, we get them from referrals from the actual USDA agencies as 
well. And so, we have a number of steps that we look at to deter- 
mine what we are going to pursue. It is a resource issue, it depends 
on the ability for us to pursue a criminal prosecution. 

A lot of our decision factors on can we get a case prosecuted? Are 
there administrative remedies that we can take if we do not take 
the investigation, if we are not able to open it? So we do get them 
from a number of different locations, and we have to assess each 
allegation that comes in to make that determination. 

AVIAN INELUENZA 

Mr. Young. OK. And one final question. We saw the avian influ- 
enza, the bird flu, destroy the livestock industry throughout the 
north, the south, even in the west. I wonder if the OIG, if you folks 
conducted an audit of the USDA’s response to avian influenza, the 
outbreak, including their surveillance-coordinated response. And if 
you did, if you worked with the State and local stakeholders as 
well. And if you didn’t do one, would you consider doing so, because 
this is going to happen again? 

Mr. Harden. That is a topic that came up in our planning. Be- 
fore we initiated, as we do with all of our work, we coordinate with 
GAO in terms of what their objectives and what they have in proc- 
ess. A number of the things that you mentioned, they are already 
covering. And so, the position that we have taken right now is let’s 
see what GAO does, because their scope was fairly broad, there 
wasn’t anything to pick apart to do ourselves and see if there is 
anything else we need to do down the road. 

Mr. Young. OK. I would like to have further conversations with 
you all on that issue. Thank you very much. 

Ms. Fong. Let me just mention that we did do two audits of 
avian influenza and pandemic flu back in 2008 and 2006. So we do 
have a record of work in this area, and we are constantly moni- 
toring it to see if it is an appropriate time for us to go back in, so 
we will be happy to talk with you more. 

Mr. Young. Thank you very much. Thank you, Mr. Chairman. 

SNAP 

Mr. Aderholt. Thank you. I want to follow up a little bit more 
on the SNAP issue. Back in September, the OIG released a report 
that examined FNS quality control process for SNAP, and the error 
rates found that SNAP error rates had been understated. This ad- 
ministration has been quick to point out that historically low SNAP 
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error rates, even though the participation rates have heen at record 
high levels, the OIG, however, found serious concerns with the 
quality control process and calls into question these low error rates. 
What I wanted to ask you is to briefly tell us what OIG’s findings 
were in the report, and what was of particular concern with the 
FNS process? 

Ms. Fong. I will just offer some broad comments, and then Gil 
has all the specifics. We initiated this audit partially in response 
to concerns raised by this subcommittee, because I know that there 
have been questions as to whether the rate of improper payments, 
and the rate of fraud were accurate. And, so, we started this work 
and we focused on the quality control system in SNAP. We had a 
number of findings as we have been talking about. We noted that 
the use of third party consultants by States was problematic, and 
perhaps was not as envisioned by FNS itself We noted that FNS’s 
oversight of the quality control process was not as good as it should 
be. 

We also found that the BBCE, the broad-based categorical eligi- 
bility provisions, raised questions because it appears that SNAP’s 
practices and policies are not in accordance with SNAP regulations, 
and that raised an issue of concern to us, that there appears to be 
a different approach being taken in actuality than is envisioned in 
the regulations for the program. 

And then we also raised a question about the conversion factors, 
the mathematical conversion factors for people whose benefits are 
being calculated on a weekly, biweekly or monthly basis. I believe 
when we issued the report, FNS agreed with some of our rec- 
ommendations; they did not agree with all of them. We are con- 
tinuing to work with them on some of these issues. We are making 
progress. Gil has a much more up-to-date view on that. 

I will turn it over to you to add some comments. 

Mr. Harden. Yes. In terms of the progress, when we issued the 
report in September, we had an agreement with 10 of the 19 rec- 
ommendations. Just this past week, we got agreement on three 
more, so we continued to work with FNS and talk about what dif- 
ferences are, or if there are differences or a way forward, and 
whether we need to elevate the recommendations for decisions by 
higher people, either the Under Secretary or Deputy Secretary, 
that is just the basic process we use. But there was a lot of agree- 
ment between us and FNS about how the process was working or 
not working. 

Phyllis mentioned the third-party consultants and error review 
committees. They were being used to help mitigate the errors as 
opposed to really point them out. And the two-tier structure of hav- 
ing the States do a sample, and then FNS do a sub sample, we 
raised questions with FNS as to whether that was really an objec- 
tive or did it have some conflict of interest in it, because you have 
States wanting to lower their error rate, so they get the bonuses, 
as opposed to having higher errors and maybe get penalties. So we 
have asked them and they agreed to take a look at that. 

Taking a look at how the States were implementing the policies 
just like Phyllis said, there were things the States were just doing 
that wasn’t in accordance with what FNS had expected them to do. 
We also found FNS wasn’t providing the right oversight, so they 
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wouldn’t be aware, or if they were aware, that they took action to 
correct, the actions being taken by State officials. At the FNS level, 
we saw that they weren’t doing the type of review that they said 
that they were going to he doing in terms of thoroughness of the 
review, and really following up and looking completely at the case 
file. We found instances where they were just relying on what the 
States told them, or they got pieces of information, but not all in- 
formation. 

So those are just some of the things that were really broken with 
the process that there has been agreement in terms of needs to be 
fixed and moving forward. Some of the more contentious ones were 
the BBCE issue. But there, again, it is like Phyllis describes, we 
are not trying to say one way is right or wrong, it does appear to 
be inconsistent with the underlying regulations. We feel like the 
General Counsel’s office of the Department needs to opine on what 
is the right opinion on that. 

Mr. Aderholt. There may be an obvious answer to this, but the 
methodology used to formulate the report and the OIG’s under- 
standing of the FNS process has been questioned by some, but do 
you believe that the GIG has adequately and properly evaluated 
the FNS quality control process? 

Mr. Harden. I would say, yes. I mean, we approached it how we 
do any other review. We go out; we learn how the process works; 
we interview people and look at documentation. When we were 
learning how things worked for this program at the national and 
the regional level, at the State level, there were people from FNS’s 
national office that were with us participating in those interviews. 
We looked at, I think, 140 case files. We tried to make sure that 
we were looking at things as objectively as we could. So we made 
sure that we picked not just big States, but we had big States and 
small States just to see how things would work. And we were in 
a number of FNS regions to see how it was done nationally. 

Ms. Fong. Let me just offer a comment on that. We are human, 
we are human beings, and there is a degree of judgment that we 
exercise under the audit standards, and so, we are not saying we 
are infallible. And certainly, during the process of our audits, we 
learn a lot of things we may not have known previously. And so 
we are open to discussion and reasonable dialogue back and forth. 
I just want to say that, because we certainly don’t want to say that 
we are always 100 percent accurate evep^ time. 

But I will also say that we are subject to peer review every 3 
years by another GIG, as is required by law. And we have just re- 
ceived our peer review opinion, it is a clean opinion. HHS GIG 
came in and said that our work complies with professional stand- 
ards. And so in that sense, we are following professional standards 
in terms of evidence and support and independence. 

Mr. Aderholt. Thank you. Mr. Farr. 

Mr. Farr. Thank you, Mr. Chairman. I just feel I want to com- 
ment here. I have been in Congress for 23 years, and it seems to 
me what we fail to do, particularly on this committee, because we 
are dealing with these big expenditure programs that really involve 
people. I mean, SNAP is an adults program, and school lunches are 
the kids programs, big expensive programs. I think we dwell on 
these issues of error rates, which I think it is important to do, but 
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we get so caught up in that, that we forget to look at sort of best 
management practices. We ought to he just — we ought not be — 
when we cut, squeeze and trim on the programs, because we get 
angry with what happens in errors, is that then the people that get 
cheated at the end are the kids, particularly in the school lunch 
program. 

This really doesn’t go to you, it just goes to the committee, and 
what I hope we might, you know, concentrate in the future is, how 
did we find best management practices? I have watched the way 
we give Social Security, we don’t have people having to come in 
and prove every year that they are qualified for Social Security. 
When we put people in the military, we don’t — when they go to 
feed them, we don’t have a difference between officers and enlisted 
personnel. When we have kids at school, we never have a means 
test to get on the bus or a means test to check out a library tape. 
But when you go in that cafeteria, we have seven different feeding 
programs. 

And the families, first of all, have got to prove that they are poor. 
If you have ever seen that list, and if you don’t speak English, it 
is going to be impossible to fill it out. They have all kinds of ques- 
tions about your assets and things like that, capital investments. 
Those are words that people don’t even understand what they 
mean. And I think what we do is we put all the emphasis, if you 
are poor, you have got to prove it, and you have to prove it all the 
time, and when we really know where poverty exists. 

I mean, my school district complains that every year, we have to 
go through this incredible bureaucracy of filling out all this paper- 
work. We have been a poor school for 40 years, we are the poorest 
part of town. It has not changed. And Vilsack was here yesterday 
saying America’s poverty has not changed, it has not shifted 
around, it has not moved. It is at the same place it was when we 
started the war on poverty. 

And so I would hope that our Committee would think big about 
and really pressure our agencies to look at recommendations for to 
you come in with best management practices. I think we get in — 
it is so easy, particularly in a school feeding program, I have been 
very involved in that, to find error rates, because if you go in and 
talk to the people in the feeding program, they say we have to as- 
sure every single day, we have to account that the kids who are 
getting the free and reduced meal are the poor kids, not the hungry 
kids, the poor kids, because if your family has more money, you 
may be hungry, your family may be dysfunctional, not preparing a 
lunch for you, not giving you money, and yet, you go to school real- 
ly hungry. 

So what happens is the school chips in and carries these kids. 
Indeed, if they feed them, that is an error. So, I mean, what is 
wrong with feeding hungry kids? I would think that we ought think 
about how we are going to manage people, I think the SNAP sys- 
tem, is big, big stuff, but it is based on a debit card, why don’t we 
have a debit card for kids, or barcode this stuff, so that they can 
report back. 

I hope our Committee will start trying to clean up, in essence, 
poverty programs that make it very expensive to manage. Our 
Food for Peace program is the most expensive food in the world. 
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We ought to be able to give those countries money to develop their 
own agriculture economy. Anyway, that is just my high horse, be- 
cause we are looking at stuff, I thought I would say it. 

APHIS 

But let me ask you here about — in December 2014, you issued a 
disturbing report on APHIS oversight of research facilities compli- 
ance with the Animal Welfare Act. This is your fourth highly crit- 
ical report of APHIS’ animal welfare work since 1992. Among the 
findings in the 2014 report, you said that since 2001, APHIS con- 
ducted at least 500 inspections on 107 facilities that had not even 
had any animal activities for more than 2 years. APHIS did not fol- 
low through its own criteria when it closed at least 59 cases, in- 
volving grave or repeated animal welfare violations. Penalties were 
on the average of 86 percent below the statutory maximum level. 

Some of the other findings, some of APHIS’ veterinarians and in- 
stitutional review boards were not adequately monitoring experi- 
mental procedures on animals. APHIS is our cop on the beat for 
animal welfare. And we have 1,000 registered research facilities 
with nearly 1 million animals used in research. So if the budget for 
the animal welfare, which, in my view, is unconsciously tied in, it 
is only $28 million out of a $871 million budget for the agency. And 
with these minimal funds the responsibility to oversee animal 
breeders, dealers, exhibitors, as well as research facilities. And so 
my question to you is what needs to be changed to allow APHIS 
to fully implement the animal welfare regulations? 

Mr. Harden. As you said, we have looked at this a number of 
times, and we have made recommendations for them to improve 
the practices. I think I would have to go back and think about, 
from a budgetary angle, I know that when we talked to them, we 
know that they are operating within certain constraints. So we are 
trying to work with them to operate to the best they can with what 
they have got. But every time that we go in and look at the animal 
welfare issues, there is something to report about. We are currently 
looking at animal welfare from the standpoint of marine mammals, 
specifically the orcas and the dolphins, based on a request. And we 
will consider that question as we approach that as well. 

Mr. Farr. The question, maybe, if we get back to see what you 
can pull up on how we need to change to allow APHIS to fully im- 
plement the Animal Welfare Act. It may mean more money, but it 
may mean other things, and I would appreciate your recommenda- 
tions. 

Mr. Aderholt. Mr. Yoder. 

UNDER SECRETARY FOR TRADE 

Mr. Yoder. Thank you, Mr. Chairman. Ms. Fong, back to the 
issue of the implementation of the farm bill. Are you familiar with 
the 2014 farm bill provision that directed the USDA to create an 
Under Secretary for Trade? And do you have any understanding of 
where that is? I know we are spending money, I think we allocated 
$1 million so that the Secretary could study this issue. And the 
Secretary said it is not an easy task, they want to take some time 
to keep studying and spending money. It has been a couple of 
years. I didn’t know if your agency had done any review of that. 
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do you have any sort of information that would help us understand 
the status of that? 

Ms. Fong. No, I think you are right. I am aware of the provision, 
and I think the Secretary probably gave you the most up-to-date 
status that is available. We are not aware of any additional infor- 
mation on that. 

Mr. Harden. But we are keeping our eyes on the study that was 
requested, so we can look at that as soon as it is available. 

Mr. Yoder. So essentially, spending millions, a million or more 
to hire people to study the potential creation of the hiring of the 
position. It is a wonderful system we have here. 

U.S. MEAT ANIMAL RESEARCH CENTER 

Another question related to the research facility in Nebraska. I 
know the chairman asked you some questions about that at the be- 
ginning of the hearing. And I know you have a review in progress. 
You said it normally takes 6 months, this has been over a year 
now. What is the date, specifically, we would see a review on that, 
or a report from your agency? 

Ms. Fong. We are in the final stages of field work on that. We 
issued an interim report as you may be aware last fall, which went 
through a number of the issues we had been reviewing. And I 
think our final report is due out in the next few months. It will be 
spring of 2016. 

Mr. Yoder. What is the status of the facility? As we have these 
hearings, we are going to have USDA officials before us, what do 
we know from your interim report that would help us properly ex- 
amine that when they come before us? 

Ms. Fong. Well, the interim report, I think you might find it in- 
teresting — my recollection of where we were is that some of the 
issues that were raised we are still in the process of nailing down. 
Other issues that were raised in the New York Times article, per- 
haps are not of as much concern as the reporter may have had, be- 
cause he documented things that are actually industry practice in 
a number of areas. So I think it would be well worth — and we 
would be happy to talk to your staff and go through the results of 
our interim report on areas that perhaps are not of concern, and 
others that may be of concern. 

Mr. Yoder. Thank you. Thank you, Mr. Chairman. 

Mr. Aderholt. Ms. Pingree. 

CONSERVATION COMPLIANCE EOR CROP INSURANCE 

Ms. Pingree. Thank you, Mr. Chair. So I want to talk about con- 
servation compliance for crop insurance. The farm bill in 2014 in- 
cluded a provision that requires farmers who receive government 
subsidies for their crop insurance premiums to protect wetlands on 
their land and develop conservation plans when growing crops on 
land that is subject to erosion. 

It seems to me, there is a serious potential for noncompliance if 
there is no oversight of this provision. It seems like a very good 
provision to have. So I am interested to know what percentage of 
crop insurance premiums subsidy recipients are legally bound by 
conservation compliance, and how is tJSDA or OIG monitoring or 
ensuring that farmers who are legally bound are in compliance? 
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Mr. Harden. We currently have a review in process, we are look- 
ing at the Department’s management of compliance with the highly 
erodible land, wetland conservation provisions. That was started in 
structure of looking at FSA and NRCS, but it also includes the 
question because of what was in the 2014 farm bill, how are they 
bringing RMA and that compliance aspect into how they approach 
determining compliance. We are close to issuing an interim report 
on this, which should be out, I think, in the next couple of weeks. 

Ms. PiNGREE. Great. 

Mr. Harden. And then we will be following that with a final re- 
port looking at other aspects of process. So we can get with you as 
soon as we are ready to issue that. 

Ms. PiNGREE. Well, good. We are happy to hear you are following 
up on that. 

I want to just add one thing. We probably do not all agree on 
this, but in your interim report on MARC, it seems to me there 
would be times when describing something as an industry norm 
may be a way to explain why some people would consider it okay. 
But there seem to be some things that even if they are an industry 
norm are not necessarily a good practice, and part of why we have 
research centers like this is to talk about good practices. 

And just because some things are happening in the industry 
doesn’t mean that is what the future of farming should look like; 
it doesn’t mean that is what consumers want; it doesn’t mean what 
is humane to animals; it doesn’t mean it is cost effective. There are 
a lot of reasons why an industry norm may not be an excuse for 
something that isn’t right. So we will look forward to seeing what 
your final report says, but I didn’t find that completely a reason- 
able argument. And I hope you will think about that a little bit in 
the final report. 

Ms. Fong. I appreciate your insight, and I understand. 

Mr. Aderholt. Mr. Young. 

INVESTIGATIONS PROCESS 

Mr. Young. Thank you for allowing me to follow up on an issue. 
I was struck by our last conversation. I asked pretty pointedly, and 
it was an assumption that this was just a yes answer, I asked. Are 
all your audits and investigations made public? Yes regarding the 
audits, but you said no on the investigations. I am having a little 
bit of a problem digesting that in the rubric of transparency and 
accountability. How would we know then, if something is going 
wrong if there was fraud, waste and abuse of management, crimi- 
nal activity maybe, how would the taxpayer know about it? What 
is the rationale for not sharing these investigations? If it is a mat- 
ter of privacy, certainly that can be redacted, I would believe, but 
what is the rationale here? 

Ms. Coffey. In the course of the investigation there are times 
when we are utilizing information we obtained through grand jury 
and other judicial processes which we cannot release publicly. How- 
ever, the reports are available; you can FOIA them, if the report 
of the investigation is closed it would be potentially released, re- 
dacted. We do also highlight our good casework in the SARC, semi- 
annual report to Congress. And additionally, there are certain in- 
vestigations which we are required to make public, such as our 
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wild land fire fatality investigations. We are required to post the 
findings from those investigative results publicly. And we do turn 
the information over if there is something that we identified as a 
systemic issue, we will share that information with our counter- 
parts in audit, if it is something they need to be looking at, and 
perhaps want to pursue from an audit perspective. We would share 
our information, our reports of investigation with the Department 
officials. So if there is something that we find that needs to be ad- 
dressed, the Department officials are receiving that information as 
well. 

Mr. Young. Is this a standard practice among all the depart- 
ments and agencies regarding their IG office approach? 

Ms. Coffey. Yes. For the law enforcement entities within the IG 
community as well as the federal enforcement community in gen- 
eral, that is the standard practice. 

Mr. Young. OK. So they are not made public in terms of releas- 
ing them, but people can find out what the investigations are, and 
you can share those in a more detailed way with Members of Con- 
gress — 

Ms. Coffey. Absolutely. 

Mr. Young, [continuing]. So we can assure some accountability? 

Ms. Coffey. Yes. Sorry, I did not mean to imply otherwise. 

Mr. Young. Thanks for clarifying. 

Mr. Aderholt. Dr. Harris. 

HATCH ACT 

Dr. Harris. Thank you very much. Let me just discuss one area 
here, it is my understanding that some employees of the Executive 
Branch, and the Legislative Branch for that matter, that they may 
not engage in political activity while on official business, we kind 
of all understand that, including work hours using official re- 
sources, because the Hatch Act and other ethical restrictions. But 
recently, there have been anecdotal rumors that employees of the 
Department have been engaging in some activities during work 
hours. My question is, what is your role? What is the IG’s role in 
identifying and investigating that kind of activity? Is that a role of 
the IG, or is it Office of Ethics, who would be investigating that 
when that occurs? 

Ms. Coffey. That would depend on the nature of the allegation. 
Normally, we work very closely with our Office of Ethics within our 
department. We have a very good relationship, so we would assess 
what the allegations were specifically, and obviously, if it is some- 
thing potentially criminal in nature, we would absolutely open an 
investigation, or even if it really is a conflict of interest for some 
other prohibited activity, our office would pursue an investigation 
on that. 

Dr. Harris. And other than the Hatch Act, I mean, are there any 
other kind of restrictions that deal with it, or is that statu- 
torily — 

Ms. Coffey. Well, the Office of Special Counsel actually has the 
responsibility for looking at prohibited political activities. So if 
there are allegations, we also coordinate our activities with the Of- 
fice of Special Counsel to ensure that we are working in coordina- 
tion on those matters. 
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Dr. Harris. So if one of the employees in the Department, or a 
regular citizen suspected that another employee was violating 
these restrictions, who would they go to? Would they contact OIG? 
The Office of Ethics? Is it clear? And who would it be? 

Ms. Coffey. It would usually be our office. The employees have 
the opportunity to find us on site, or the general public can reach 
us through the OIG hotline, where they can file a complaint or an 
allegation or concern that they have. And those complaints are as- 
sessed by our investigation staff to determine what the best way 
to address them and handle them. 

Dr. Harris. OK. And I take it they are confidential? 

Ms. Coffey. That is correct. When you file a complaint, you have 
the opportunity, we receive them anonymously at times. They can 
remain confidential or the individual can choose to allow us to dis- 
close their name and information, so it is up to the individual filing 
the complaint. 

Dr. Harris. Now, do the rules differ depending on different type 
employees, whether you are SES, political employees, GS civil serv- 
ice, are the rules different? 

Ms. CoFEEY. No. I mean the rules are the same with respect to 
confidentiality. 

Dr. Harris. No, with the rules with respect to engaging in polit- 
ical activity? 

Ms. COFEEY. Yes, I’m sorry. The rules are very different, depend- 
ing on what category of employee you are within the federal gov- 
ernment. SES employees have a different level; political appointees 
are allowed to do some political activities during government hours. 
So there is a differentiation between what type of activity an em- 
ployee can engage in, depending on what category of employee you 
are. 

Dr. Harris. And where would you find how these different cat- 
egories, what the limitations are on these different categories? 

Ms. CoFEEY. Usually, the Department actually does provide 
training relative to ethics as it pertains to political activities, espe- 
cially during election years. Additionally, you can go to the Office 
of Ethics website for the Department, or contact them specifically 
if you have specific questions that need to be addressed. 

Dr. Harris. Your office doesn’t have a summary of that that you 
can make available to me, do you? 

Ms. Coffey. I don’t believe we do. 

Dr. Harris. I would have to ask the Office of Ethics, you believe? 

Ms. Coffey. Yes, that is correct. 

Ms. Fong. Let’s do what we can do to coordinate within the De- 
partment to see if there is a quick summary of the Hatch Act. 

Dr. Harris. Thank you, if you could get that to me, I appreciate 
that. I yield back. 

[The information follows:] 
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Response: Below is summary on how the Hatch Act's restrictions on political 
activities effect Career-SES employees as found on USDA's Ethics Webpage at: 
http : / /www. ethics . usda . gov/rules /political /career-ses . htm) : 


Do's and Don’ts for Career SES, ALJs & Board of Contract Appeals Members 
Restrictions on Political Activity by Career SES, ALJs & Board of 
Contract Appeals members 

General: Career SES, ALJ and Board of Contract Appeals positions were 
expressly excluded from the liberalization embodied in Hatch Act 
Amendments of 1993 ~ these employees remain "hatched" and many of the 
restrictions apply both on and off the job. Specifically: 

1. You may not solicit political contributions from anyone at anytime 
{there is a narrow exception for soliciting within the membership of a 
federal employee union for its Political Action Committee) . 

2. You may not seek a nomination for, or election to, a partisan 
political office — however, there is an exception for running for 
local office in certain specified areas (see permissible activity list 
on the reverse side) 

3. You may not wear political buttons at work or display political 
materials in your office — a bumper sticker on your personal vehicle 
is okay, even if you park in a government lot. 

4. You may not campaign for or against partisan political candidates — 
which precludes: 

a. making partisan political speeches 

b. distributing campaign materials 

c. organizing or managing political rallies 

d. participating in partisan voter registration drives or partisan 
get out the vote drives (GOTV) 

5. You may not hold office, either on a voluntary or a compensated basis, 
in a political party organization, campaign committee, political 
action committee or political club. 

6. You may not circulate nominating or ballot access petitions 
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Permissible Political Activity by Career SES, ALJs and & Board of 
Contract Appeals members 

General: Off the job, you may engage in the political process as an 
individual citizen expressing your personal views and franchise rights: 

1. You may register and vote for whomever you wish- 

2. You may assist in non-partisan voter registration and get out the vote 
drives (GOTV) . 

3. You may express your personal opinions about candidates, parties and 
issues . 

4. You may be a candidate or actively participate in non-partisan 
election campaigns {where none of the candidates represent a political 
party - such as some school board elections) 

5. In certain municipalities (including most of the suburban DC 
metropolitan area) you may be an independent candidate in partisan 
local elections, 

6. You may actively participate in campaigns on referendums, initiatives, 
constitutional amendments and state and municipal bond drives and 
ordinances . 

7. You may attend political rallies and meetings on your own time. 

8. You may join political party organizations and political clubs as a 
member, but not as an officer. 

9. You may make contributions to candidates and political parties up to 
your contribution limit. 
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Mr. Aderholt. Mr. Farr. 

HISPANIC AND WOMEN EARMERS SETTLEMENT 

Mr. Farr. Thank you, my last question. It has come to my atten- 
tion that there have heen some complaints raised about USDA dis- 
criminating against women farmers and Hispanic farmers on sort 
of the two-tiered system, the results in fewer monetary awards to 
this group than to other farmers. The example given of women and 
Hispanic farmers who tried to apply for loans but could not do so 
because discrimination — discriminatory reasons were required to 
provide sworn witness statements and original national 
documentations from decades ago, but other farmers in the same 
category were not. The USDA’s minority farm advisory committee 
has recognized the disparities, but USDA hasn’t done anything to 
alleviate the differences. Has your office looked into these com- 
plaints at all? 

Ms. Fong. We have an ongoing review right now of the Depart- 
ment’s settlement agreement with the Hispanic farmers and with 
women farmers. It is the Garcia and Love litigation where the De- 
partment reached a settlement agreement in light of prior prac- 
tices, and agreed to pay appropriate claims. And I think the De- 
partment’s very much in the middle of that, we are looking at it, 
we expect to have a review, a report in the next couple of months. 
So we can certainly brief your staff on the results of that. 

Mr. Farr. That would be helpful. Thank you, Mr. Chairman. 

Mr. Aderholt. Ms. DeLauro. 

Ms. DeLauro. Thank you very much, and my apologies to you, 
just with regard to the women farmers and Latino farmers. With 
all due respect. Madam Inspector General, I will just tell you that 
the settlement is nowhere near what happened with African Amer- 
ican farmers, and with Native American farmers. They deserved 
everything that they received. And the women farmers and the 
Latino farmers deserve the very same treatment. So they have 
been discriminated against in this process. 

PROGRAM INTEGRITY 

Let me move to, I am just going to just put some things out in 
the record. I know it is late, and I know I am the last one here 
and I do not want to hold folks up. In your testimony, you men- 
tioned the integrity of the federal safety net programs, specifically 
calling out SNAP. It is my understanding there are serious dis- 
agreements on the part of the FNS, with the report you all did on 
SNAP. I will raise those issues at the FNS hearing. 

I think it is important for us to understand the issue of SNAP 
errors and fraud in the broader context of other programs under 
USDA’s jurisdiction. I understand that GIG has completed several 
significant fraud investigations in USDA’s farm programs. Let us 
begin to hear about that. 

And can you tell me how many convictions connected with de- 
frauding the Federal Crop Insurance Program have occurred over 
the last decade? Annually, how much does FCIP fraud cost tax- 
payers? What is the FCIP fraud rate for 2015? And how does it 
compare to previous years? How does it compare to the SNAP pro- 
gram fraud rate? And what recommendations have the Office of the 
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Inspector General made to address crop insurance fraud? A lot of 
questions. 

I will get them to you, but quite frankly, I am tired of all of the 
fraud, waste and abuse discussions about SNAP which has the low- 
est error rate of any Federal program and nowhere, no how do we 
get any information about program integrity from any of these 
other programs. It is wrong, it is unfair. I am going to request an 
investigation so that we get the data and information we need and 
to do business on this Committee, and talk about the inequity that 
is hoisted on the SNAP program. 

Female farmers we talked about. The Public Health Information 
System I will lay out the question. What progress has FSIS made 
in implementing the recommendations with your office? Will you 
revisit the audit report in the future to assess FSIS’s progress and 
when? Do you intend on evaluating the implementation of PHIS for 
import inspection, and if so when? Again, I will get that to you so 
as not to hold up the Chairman. 

Rancho Beef, what specific actions has USD A taken against any 
inspection personnel at that plant? What changes in inspection pro- 
cedures have been instituted to prevent such instances from occur- 
ring in the future? 

So I don’t know if there is anything you can answer right now 
in this period, the clock is running. If not, I will present those and 
would really like answers, and I am going to talk with staff about 
instituting an investigation into some of these other programs 
where I believe there is rampant fraud and abuse, but nobody 
seems to want to take a look at it. Thank you very much for being 
here. 

Mr. Aderholt. As you have heard, the buzzers have rung, and 
the Speaker has cracked down on our time to get to the floor. So 
I think we probably better adjourn, but thank you, Ms. Fong, for 
being here. Also Ms. Coffey and Mr. Harden, thank you for being 
here and your work as well. We look forward to following up with 
you on some of the issues that have been brought forward in our 
hearing this morning. 

The subcommittee is adjourned. 
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UNITED STATES DEPARTMENT OF AGRICULTURE 
OFFICE OF THE INSPECTOR GENERAL 
QUESTIONS FOR THE RECORD 

HOUSE AGRICULTURE APPROPRIATIONS SUBCOMMITTEE HEARING 
FEBRUARY 12, 2016 

Questions Submitted by Chairman Robert Aderholt 

OIG Priorities, Concerns and Recommendations 

1 . What are USDA’s top management and programmatic challenges? 

Response; In 2015, we made significant revisions to how we present the management 
challenges. ' Our intent was to provide the Secretary and other Departmental policy makers 
with a document that is more responsive to their needs and explains more clearly how 
challenges are identified, addressed, and resolved. 

Most notably, we consolidated the 1 1 challenges from our 2014 management challenges into 
7 challenges. While the issues the U.S. Department of Agriculture (USDA) faces were much 
the same in 2015 as in 2014, instead of discussing those challenges affecting individual 
agencies, we expressed them in terms of issues that cut across the entire Department. We 
believe this approach will better assist Departmental leadership in moving forward to address 
and resolve the broad challenges that affect multiple agencies, as well as the unique 
challenges specific to certain agencies. 

We have also endeavored to make more transparent how the Office of Inspector General 
(OIG) determines which issues rise to the level of a top management challenge, and how 
such challenges can be removed from the list. We may remove a challenge if USDA has 
fully implemented out recommendations or if agencies have shown significant improvement. 
Our efforts to improve the usefulness of this process are ongoing. In future years, we 
envision including an analysis in each challenge regarding how much progress USDA has 
made in addressing the challenge. 

See table below. 


Manasement Challenge 


Challenge 1 : USDA Needs to Improve Oversight 
and Accountability for its Programs 

Like other Federal departments, the USDA faces 
challenges in overseeing its many agencies and 
programs. USDA program managers face critical 
problems in overseeing these programs so that every 
dollar spent accomplishes the results intended. 

USDA managers are responsible for establishing an 
effective internal control system, ensuring that a 
culture of compliance with those controls exists, 
and holding employees accountable for 
implementing those controls. 


* USDA Management Challenges, August 25, 2015 
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Challenge 2: Information Technology Secuii^ 

Needs Continuing Improvement 

To accomplish its mission of providing benefits and 
services to the American public, USDA must 
efficiently manage vast amounts of data. This 
critical information ranges from agricultural 
statistics that drive domestic and global markets to 
data-driven inspection systems that help ensure food 
safety. Department employees must be able to 
access, use, and communicate this information in 
order to deliver programs effectively. Additionally, 
the general public applies for and accesses many 
USDA program benefits and other services online, 
which can require the transfer of personally 
identifiable Information through these online 
portals. It is therefore critical that the Deparhnent 
protect the security, confidentiality, and integrity of 
its information technology (IT) infrastructure. 

Challenge 3: USDA Needs to Strengthen Program 
Performance and Perform^ce Measures 

USDA has been challenged to design, develop, and 
implement programs that reliably achieve their 
intended results. OIG sometimes found that 

agencies focus on providing payments with little 
certainty' that the funds provided are used to 
accomplish the program’s goals. USDA must 
continually strive to be a careful custodian of 

Federal fiinds, ensuring that its programs are well 
designed ^d reporting data that indicate the extent 
to which its programs have succeeded. 

Challenge 4: USDA Needs to Strengthen Controls 
over Improper Payments and Financial 

Management 

USDA expends nearly $144 billion in public 
services every year. In Fiscal Year (FY) 2014, 20 of 
USDA’s “high risk” programs (those considered 
vulnerable to improper payments) reported about 
$6.9 billion in improper payments. The error rate of 
5.53 percent is an increase from the 5,36 percent 
error rate reported in FY 2013. USDA needs to 
actively pursue efforts to identify root causes for 
improper payments in high-risk programs and make 
measurable progress to reduce the overall rate of 
improper payments. 

Challenge 5: USDA Needs to Improve Outreach 
Efforts 

Due to a history of public attention concerning how 
USDA has treated members of socially 
disadvantaged groups — most notably, lawsuits like 
Pigford 1, Black Farmers Discrimination Litigation 
(BFDL), Keepseagle, and Garcia/Love — ^the 
Department faces challenges in conducting outreach 
to disadvantaged groups and persuading members of 
those groups that the Department represents their 
best interests. Throughout his tenure, the Secretary 
of Agriculture has reiterated the importance of civil 
ri^ts, emphasizing that there was significant 
progress to be made in working with communities to 
address past civil rights issues. 

Despite USDA’s emphasis on improving its 
outreach activities, USDA continues to face 
obstacles to fulfilling this vision. The results of 
recent OIG audits raise significant concerns about 
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programs administered by the Office of Advocacy 
and Outreach, the agency that collaborates with 
odier USDA agencies on outreach initiatives and 
improving access to community services. 

Challenge 6: Food Safety Inspections Need 

Improved Controls 

Since food-bome pathogens and food contamination 
CM put consumer health in jeopardy, USDA 
inspection systems work to protect the safety of the 
country’s food supply. USDA provides a range of 
safety measures, from placing qualified inspectors in 
livestock slaughtering facilities to operating 
comprehensive inspection and testing programs that 
pinpoint likely risks at processing facilities. The 
task of ensuring the safety of America’s food is a 
vast responsibility, and we recognize the difficulties 
USDA faces in maintaining daily vigilance. If the 
Department continues to meet its food safety 
challenge through strengthening its technology 
systems and inspection processes, consumers can be 
more confident that USDA’s measures effectively 
safeguard against the risk of contaminants entering 
the food supply. 

Challenge 7; FNS Needs to Strengthen SNAP 
Management Controls 

The largest program within USDA, the 

Supplemental Nutrition Assistance Program (SNAP) 
provides monthly food assistance and nutrition for 
the health and well-being of more than 46 million 
low-income individuals. Since 2007, program 
participation has grown by 77 percent, and the 
program disbursed over $70 billion in benefits in FY 
2014. Given SNAP’s significance, fraud committed 
by both SNAP recipients and the retailers who 
redeem SNAP benefits is a critical concern. With 
increased participation comes increased risk, and 
past audit and investigation work has found that 

FNS needs to redouble its efforts not only to enforce 
its policies against such fraud as trafficking, but also 
to establish strong internal controls to prevent such 
abuse. 


2. What USDA programs, functions or agencies are of most concern to you? Why? 

Response: Because OIG’s mission is to identify and eliminate fraud, waste, and abuse, 
any USDA program with identified weaknesses and vulnerabilities is of significant concern 
to us. However, as referenced in OfG’s past semiannual reports to Congress and annual 
reports on USDA’s management challenges, the programs and functions of most concern 
are those relating to food safety and security, information technology management and 
security, improper payments in agency programs, and program performance and 
integrity. These programs and concerns are of the most concern because of the potential 
impact on America’s food supply and consumer safety; the need to protect personal 
information contained in IT systems; and the importance of ensuring that benefits are 
provided only to eligible recipients, in the correct amount, following proper procedures. 
Programs that perform well and with integrity are more effective in achieving the intended 
outcomes. Our work has also shown that these programs would benefit from the 
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implementation of strong, integrated internal control systems. USDA managers need to 
make use of available tools to ensure the highest level of program performance and 
integrity. 

Below are some examples of programs, functions, or agencies that are of most concern: 

• Food Safety and Security : We view food safety inspection to be a continuing concern 
because food-borne pathogens and food contamination can put consumer health in 
jeopardy. We currently have three audits underway of Food Safety and Inspection 
Service (FSIS) programs and activities relative to food safety and security. As part of our 
audit to review equivalency assessments of exporting countries, we are evaluating 
whether foreign food safety systems are equivalent to the United States’ standards and 
whether FSIS has adequate controls to ensure those foreign systems remain equivalent. 
We are also evaluating the sufficiency of FSIS’ controls to ensure allergens are properly 
disclosed on product labels as required by the Federal Meat, Poultry Products, and Egg 
Products, Inspection Acts.^ Further, as a follow-up on FYs 2007 and 2008 audit 
initiatives, we are evaluating the corrective actions taken by FSIS to implement prior OIG 
audit recommendations regarding pre-slaughter activities and risk-based inspection in 
processing establishments. 

• Information Technology fITI Management and Security : IT management and 
security has been a longstanding concern for USDA. We have consistently 
recommended that the Office of the Chief Information Officer (OCIO) work in 
collaboration with USDA agencies to achieve an improved security posture. USDA 
needs to find a way to make sure each agency and staff office understands that how well 
it implements IT security directly impacts USDA’s overall security posture and Federal 
Information Security Modernization Act (FISMA) score. The decline in USDA’s FISMA 
compliance rate of 53 percent in FY 2014 to 43 percent in FY 2015 was attributed to 
deficiencies identified in the individual agencies reviewed in FY 2015. For USDA to 
attain an IT environment that is secure and sustainable, all 35 of its agencies and offices 
must consistently implement Departmental policy based on a standard 
methodology. Once all of the Department’s agencies and offices are compliant with 
National Institute of Standards and Technology (NIST) and USDA security policies, 
USDA’s security posture will be consistent, efficient, and sustainable. The degree to 
which USDA, as a whole, complies with FISMA and other security guidance is directly 
correlated to the security posture of each agency and office. 

• Improper Payments : We are in the process of reviewing USDA’s FY 2015 reporting of 
high-dollar overpayments. For FY 14, USDA reported 1,301, high-dollar overpayments 
totaling over $69.2 million. This represents an increase of 125 percent over the number 
of overpayments reported the previous year. In our fifth year of reporting, USDA 
improved the accuracy and timeliness of its high-dollar overpayments reports. However, 
we identified instances where component agencies submitted inaccurate information 


^ Federal Meat Inspection Act, 21 U.S.C. §§ 601-695; Poultry Products Inspection Act, 21 U.S.C. §§ 451-472; and Egg Products 
Inspection Act, 21 U.S.C. §§ 1031-1056. 
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about amounts and recovery action, as well as instances of insufficient information about 
preventative actions. Further, the Department continued to submit its signed quarterly 
reports after the date required. Although advances in reporting quality occurred for FY 
2014, continued vigilance is required to prevent and eliminate reporting errors, 
deficiencies, and delays. 

• Program Performance and Integrity : USDA managers oversee critical elements of our 
Nation’s agriculture, nutrition, and natural resources policy. In order to bring about 
desired results, they must design effective internal controls and systems for program 
implementation. USDA managers need to make use of available resources and policies 
and procedures to ensure high program performance and integrity. Examples of 
Departmental activities and initiatives where we made recommendations to enhance 
program performance and integrity include: 

o Beginning Farmers : The Secretary of Agriculture has emphasized providing 
assistance to beginning farmers, and USDA agencies have provided significant 
financial resources and technical support to beginning farmers to assist in the 
establishment and sustainability of farming operations. However, the Department 
had not developed an integrated and coordinated strategy to ensure that the 
Secretary’s direction was effectively implemented during the time period of this 
review. We found that the Department lacked sufficient performance goals, 
direction, coordination, and monitoring to ensure success. This has been a 
longstanding problem. In 1982 and again in 2007, the Government 
Accountability Office (GAO) reported that the Department needed to measure its 
effectiveness for its beginning farmers and ranchers assistance. As a result, 

USDA cannot ensure that the $3.9 billion of beginning farmers’ assistance 
provided during the audit period achieved effective and measurable outcomes. 

o Suspension and Debarment tS&D> : S&D protects not just USDA, but the 
Government as a whole. Suspending and/or debarring entities who have been 
convicted of criminal misconduct, been the subject of a civil judgment, or 
otherwise have integrity concerns, helps to ensure these nonresponsible entities 
can no longer participate in most Federal programs and do business with the 
Federal government. In 2010, we issued a report noting that USDA had not fully 
implemented its S&D programs. As a result of our findings, we made 27 
recommendations; including establishing a centralized S&D division, and 
finalizing its rule for nonprocurement S&D. We plan to initiate a followup audit 
in FY 20 1 6. Our review will evaluate USDA corrective actions related to our 
2010 audit report, and determine if USDA actively assessed and referred program 
violators for S&D actions. 

• Controls to Prevent and Detect Fraud in SNAP : The cost of SNAP has risen 
123 percent since FY 2007. Benefits issued in FY 2015 were over 
$69 billion. FNS reports a 3.66 percent error rate in eligibility and benefit 
determinations and a 1 .3 percent fraud rate after benefits are issued. Our recent 
audit work indicates that SNAP’s current 3.66 percent error rate is likely 
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understated. Our review of FNS’ two-tier quality control (QC) error rate process 
found that the QC process is vulnerable to State abuse due to conflicting interests 
between (1 ) accurately reporting true error rates and incurring penalties or (2) 
mitigating errors and receiving a bonus for exceeding standards. Specifically, we 
reported that States weakened the QC process by using third-party consultants and 
error review committees to mitigate individual QC-identified errors and QC staffs 
treated error cases inconsistently. Furthermore, our past audit work found that 
while FNS and States do have tools for ensuring applicant eligibility and detecting 
fraud, States either do not make full use of the tools, or caimot rely on the data 
provided by the tools to take actions related to benefits. Research is often 
conducted by the States' fraud detection and prevention units; however, in the 1 0 
States we visited, we found that despite significant increases in SNAP participation, 
none of the States had increased the resources in these units. 

In addition to the areas of concern identified above by the Office of Audit, an issue which 
impacts multiple agencies within USDA involves the viewing of inappropriate and potentially 
criminal material on USDA IT systems by USDA employees and contractors. OIG’s Office of 
Investigations has seen an increase in referrals received from the OCIO for assessment and 
further investigation as warranted. The referrals involve the viewing of pornographic material, 
including several that involve potential child pornography which is criminal in nature. The 
increase in these referrals began in July 2015, when OCIO enhanced its ability to identify real- 
time internet traffic to include specific browser searches conducted by users. 

3. Is OIG aware of hacking into USDA computers by foreign governments? If so, please 
answer in general terms. Has USDA’s OIG taken steps to address these issues? 

Response: OIG’s Office of Audit has not specifically looked at hacking by foreign nationals 
into USDA’s IT infrastructure. However, most of our IT audits address the security posture 
of USDA’s IT environment and have identified potential weaknesses that could allow 
hackers into USDA’s IT systems and devices. For example, we have looked at USDA’s 
Universal Telecommunications Networks (UTN), which included a review of the two main 
points of outside entry into USDA’s IT network, including the firewalls located at each site 
{Management and Security Over USDA's Universal Telecommunications Networks, 88501- 
0002-12). We reviewed USDA’s Domain Name Servers (DNS), which contain lists of many 
of USDA’s systems and we made recommendations to improve the security associated with 
each DNS device {USDA 's Configuration, Management, and Security Over Domain Name 
System Servers, 50501-0001-12). We also looked at USDA’s implementation of 
eAuthentication which provides ‘single sign-on" functionality for a number of USDA 
systems {Review of Selected Controls of the eAuthentication System, 88501-0001-12). We 
reviewed USDA’s cloud computing systems and recommended that USDA develop a 
complete list of cloud systems because it needs to know what systems it has to adequately 
protect them {USDA 's Implementation of Cloud Computing Services, 50501-0005-12). In 
addition, our annual Federal Information Security Management Act of 2002 (Pub, L. 107- 
347, 12/17/02) and, beginning with our 2015 review, the Federal Information Security 
Modernization Act of 2014 (FISMA) (44 U.S.C. §§ 3551-3558) reviews look at the overall 
security posture of USDA and selected agencies. 
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The Office of Investigations reviews all allegations it receives of possible criminal activity 
against USDA programs and systems. In instances of potential criminal activity involving 
foreign governments, the Federal Bureau of Investigations (FBI) is the law enforcement 
agency with primary jurisdiction. Due to the extremely sensitive nature of any investigative 
work in this area, OIG cannot comment on specific matters, but would be willing to brief the 
Subcommittee upon request. Any actions to mitigate a potential hacking incident would be 
coordinated between OCIO and the United States Computer Emergency Readiness Team. 


4. Is OIG aware of any recent cases of economic espionage by foreign governments? If so, is 
USDA sufficiently addressing the threats? 

Response: As noted above, instances involving any potential criminal activity on the part of 
a foreign government would be investigated by the FBI with assistance from OIG. Due to 
the sensitivity of such matters, we would be willing to brief the Subcommittee upon request. 

Violations of Hatch Act and Other Ethics Questions During Elections 


5. Please describe the various statutes, regulations, executive orders, et cetera, that cover 
political activity being performed on government time by employee type. 

Response: The Hatch Act and related regulations (5 U.S.C. §§ 7321-7326; 5 C.F.R. § 

734.101 et seq.) govern permissible political activity by federal employees and officials. The 
Office of Special Counsel (OSC), through its Hatch Act Unit, serves as the Govemmentwide 
advisor for and enforcer of the Hatch Act. OSC has exclusive authority to investigate 
violations of the Hatch Act. 5 U.S.C. § 1216(a)(l)(2); 5 C.F.R. § 734.102. If OSC charges 
an employee with a violation of the Hatch Act, those charges are adjudicated before the Merit 
Systems Protection Board. 5 U.S.C. §§ 1215, 1504-1508, 7321-7326. OSC also provides 
advisory opinions to guide Government employees and ethics officials in Hatch Act 
compliance. See 5 C.F.R. § 734.102. 

6. Please provide the Committee with information on what organization is responsible for 
educating or reminding employees of their obligations to adhere to the Hatch Act and/or 
related statutes and regulations. Has USDA conducted such activities in 2016? 

If so, please describe. 

Response: USDA’s Office of Ethics is responsible for educating and reminding all USDA 
employees, including OIG employees, of their obligations to adhere to the Hatch Act and 
related statutes and regulations. USDA’s Office of Ethics has information posted on its 
internet website which identifies what constitutes permissible political activity, and has a 
Hatch Act Hotline for incoming questions. The practice of USDA’s Office of Ethics is to 
send all USDA employees guidance on the Hatch Act during each presidential election cycle. 
According to USDA’s Office of Ethics, the guidance for 2016 is forthcoming. The Counsel 
to the Inspector General, the head of USDA OIG’s Office of Counsel, serves as the 
Designated Agency Ethics Official for OIG and ensures the ethics education duties with 
USDA’s Office of Ethics as to USDA OIG employees. In January 2016, USDA’s Office of 
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Ethics presented Hatch Act training to all OIG employees. The training was mandatory for 
all OIG employees and was presented live and via webinar. 


7. Please list the agencies that are responsible for enforcement of each statute, regulation, 
executive order, et cetera by employee type. 

Response; OSC has exclusive authority to investigate alleged violations of the Hatch Act. 
OSC prosecutes such matters before the United States Merit Systems Protection Board, 
which can impose penalties including removal or a civil penalty up to $1,000. 5 U.S.C. § 
7326; 5 C.F.R. § 734.102 

8. Please give a general description of the types of activities that SES are allowed to engage in 
while on government time. Does this include eampaign activity? 

Response: Employees, including SES members, are prohibited from engaging in any 
otherwise permissible political activities while on duty. While off duty, career members of 
the Senior Executive Service, who are eonsidered “further restricted employees” subject to 
more limitations than other Federal employees (for example, GS level employees) regarding 
their activities, may not actively engage in the management of a campaign’s partisan 
political activities. Examples of prohibited activity for SES members involving partisan 
campaign management include engaging in certain activities at polling stations and 
circulating nominating petitions. We note that Senate Confirmed Presidential Appointees 
may be authorized, under the Hatch Act, to engage in some political activities while in a duty 
status. 5 U.S.C. § 7324(b). 

9. How many investigations, referrals, or complaints has OIG or the Office of Ethics received 
for FY 2015 and 2016 that pertain to employees engaging in political activity? 

Response: As noted in the immediately above responses, OSC is responsible for 
investigating allegations of Hatch Act violations, and there are no criminal penalties for 
substantiated violations (although there may be related criminal violations implicated 
depending on the conduct involved). Thus, OIG would assess any incoming referrals and 
refer appropriate matters to OSC. To date, OIG has not received any complaints or opened 
any investigations in FY 2015 or FY 2016 pertaining to USDA employees engaging in 
inappropriate political activities. The Department’s Office of Ethics is a separate office 
within USDA that receives and processes ethics issues, and would be able to provide further 
information regarding any allegations it may have received. The USDA Office of Ethics 
typically refers allegations of wrongdoing to OIG for assessment and further action. 


SNAP Fraud Detection 

The Committee has repeatedly directed FNS to permanently debar retailers and participants from 
the program if found guilty of fraud and abuse. Your offiee previously issued a report 
identifying hundreds of store owners that had been permanently disqualified from the program, 
yet they were still participating in SNAP and redeeming millions of dollars in benefits. 
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1 0. Last year you stated OIG had not reached agreement with FNS on all of the 
recommendations in the July 2013 audit report. Please provide a status update. 

Response; We have now reached agreement on all 20 recommendations. According to the 
data we received from USDA’s Office of the Chief Financial Officer (OCFO), which is 
responsible for accepting final action, FNS has closed 1 1 of the 20 recommendations (i.e., the 
agreed upon corrective action has been implemented). However, FNS has not implemented 
corrective actions for the remaining 9 recommendations. Of the 1 1 recommendations where 
FNS implemented corrective actions, 2 related to proposing that the Secretary seek 
legislative changes that would give FNS the authority to require any applicant for a location 
that has been previously permanently disqualified for trafficking to have a vested interest, 
such as posting a collateral bond or letter of credit before authorization. In addition, if 
legislative changes are pursued, pursuant to OlG’s recommendation, FNS should establish 
collateral bond and letter of credit limits based on the number of previous violations at the 
location, or a percentage of the proposed statutory limits for trafficking penalties. To achieve 
final action for these recommendations, FNS had to provide OCFO with notification that it 
met with the Under Secretary for Food Nutrition and Consumer Services to discuss proposed 
legislative actions; FNS met with the Under Secretary on September 2, 2015. Following this 
meeting, FNS affirmed its position that it would pursue changes when there is an opportunity 
to pursue statutory change (i.e., via the next Farm Bill). We will continue to monitor FNS 
actions to close the other recommendations. 

11. Last year you also stated that OIG could not assess whether FNS was doing a better job of 
ensuring those disqualified from the program are in fact removed from the program since 
FNS had not reported to OCFO on the actions taken to implement the July 2013 audit report 
recommendations. Now can you provide an update on whether or not FNS is doing a better 
job of ensuring disqualified SNAP retailers are removed from the program? 

Response: FNS recently closed these 1 1 recommendations; therefore, we have not yet 
performed any follow-up work to determine the effectiveness of FNS actions. To allow an 
agency time to implement corrective actions, we typically wait between 12 and 18 months 
before we perform a follow-up engagement. We will continue to monitor FNS actions to 
close the remaining recommendations. 

12. Please provide a table that shows how much of OIG’s budget is spent on monitoring SNAP 
to reflect fiscal years 2010 through 2015 and estimated for fiscal years 2016 and 2017. 

Response: The following tables reflect the cost of direct audit and investigation staff time 
spent on SNAP oversight during FYs 2010 through 2015. The estimate for FYs 2016 and 
2017 is a projection based on work being performed on SNAP. For FYs 2010 through the 
second quarter of 2013, the amounts include OIG oversight activities pursuant to the 
American Recovery and Reinvestment Act of 2009. 


SNAP AUDITS 
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Fiscal Year 

Percentof Direct Audit Time 

Spent on SNAP Audits 

Cost 

(in millions) 

FY 2010 

(actual) 

5.89% 

S2.5 

FY 2011 

(actual) 

4.56% 

$1.9 

FY 2012 
(actual) 

8.82% 

$3.7 

FY2013 

(actual) 

8.71% 

$3.5 

FY 2014 
(actual) 

3.97% 

S1.6 

FY2015 

(actual) 

3.16% 

$1.5 

FY 2016 
(estimated) 

4.88% 

$2.3 

FY 2017 
(estimated) 

4.88% 

$2.4 


SNAP INVESTIGATIONS 


Fiscal Year 

PeFcenl of Dlr^t inVestigifttions 

Time Spent on SNAP 

Cnvesdeations 

Cost 

(in millions) 

FY 2010 
(actual) 

36.26% 

$16.3 

FY 2011 
(actual) 

45.99% 

$20.7 

FY 2012 
(actual) 

52.35% 

$22.8 

FY 2013 
(actual) 

54.52% 

$22.8 

FY 2014 
(actual) 

58.32% 

$25.1 

FY2015 

(actual) 

58.60% 

$28.4 

FY 2016 
(estimate) 

57.00% 

$27.8 

FY 2017 
(estimate) 

55.00% 

$28.3 
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13. Please provide a table showing the number of SNAP-related cases that were investigated, the 
number referred to the Department of Justice, and the number accepted by the Department of 
Justice, for fiscal years 2011 through 2015. 

Response: The information requested follows: 



Opened 

Referred to 

DOJ 

Accepted by 
DOJ 

Referred to 

State or Local 

Prosecutors 

Accepted by 
State or Local 

Prosecutors 

FY2011 

184 

no 

73 

39 

28 

Fy2012 

201 

123 

88 

47 

30 

FY2013 

195 

137 

109 

41 

36 

Fy2014 

207 

138 

64 

58 

36 

FY2015 

181 

114 

47 

52 

28 

Total 

968 

622 

381* 

237 

158 


*The period of time to obtain court action varies widely, therefore the number of cases accepted by DOJ does 
not necessary correlate to the total number of cases resulting in convictions during these Fiscal Years. 


14. Please provide a table showing the number of SNAP-related cases that were successfully 
prosecuted for fiscal years 201 1 through 2015. 

Response: The information requested follows: 

Successfully Prosecuted SNAP Cases for FYs 2011 through 2015 



Number of SNAP 
Cases Resulting in 
Convictions from 
DOJ, State and Local 
Convictions 

FV20U 

82 

FY2012 

141 

FY20t3 

149 

FY20I4 

174 

FY20I5 

190 
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I Total I 736 


15. FNS hired a contractor to define a set of standard fraud detection and prevention tools for 
States. What is the status of this work, knowing it was ongoing through calendar year 2015? 

Response: FNS informed us that it selected seven States to participate with its contractor to 
focus exclusively on how to better identify, investigate, and prosecute individuals suspected 
of trafficking SNAP benefits. The seven States are California, Kansas, New York, 
Pennsylvania, South Carolina, Texas, and Wisconsin. FNS has completed studies of these 
seven SNAP State agencies. In each completed study, FNS built a model using predictive 
analytics to help States more effectively identify SNAP recipient trafficking. According to 
FNS officials, they are compiling a final report covering the successes and lessons learned 
from the seven States in order to make national recommendations going forward. The report 
is expected to be completed later this fiscal year. 

16. OIG has been actively working with FNS and State and local partners to combat fraud in the 
SNAP program. 

17. Please tell us the progress of the second phase of the SNAP Initiative? 

Response; OIG’s Western Region is conducting the second phase of the SNAP Initiative 
to proactively search for retailers and SNAP recipients who may be trafficking SNAP 
benefits in the Los Angeles County area. To date, an OIG Special Agent, with support 
fi-om the Los Angeles County District Attorney’s Office (LADA), and USDA FNS have 
identified 20 potential retailers suspected of trafficking SNAP benefits. OIG agents 
conducted multiple undercover operations and obtained positive SNAP trafficking results 
at six retailers. The results of the ongoing investigation were presented to the LADA’s 
office who accepted the cases for prosecution. To date, multiple search and seizure 
warrants have been executed relating to five of the retailers. This investigation continues 
and the prosecution of the retailers is pending. 

18. Will there be another phase of the Initiative? 

Response; Yes. OIG initiated phase three of the SNAP Initiative in October 2015. 

19. If so, when will that phase begin? 

Response: Phase three began in October 20 1 5 tmd it is ongoing. 

I am pleased that OIG released the audit report examining whether FNS has the proper controls 

in place to ensure the SNAP Quality Control error rate is accurate. The OIG found serious 

concerns with the quality control process and calls into question these low error rates. 
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20. Can you briefly tell us OIG’s findings in the report and what was of particular concern with 
the FNS process? 

Response: We found that States weakened the QC process by using third-party consultants 
and error review committees to mitigate individual QC-identified errors, rather than 
improving eligibility determinations. QC staffs also treated error cases inconsistently. FNS’ 
two-tier QC process is vulnerable to State abuse due to conflicting interests between (1) 
accurately reporting true error rates and incurring penalties or (2) mitigating errors and 
receiving a bonus for exceeding standards. Further, States’ QC reviews did not meet SNAP 
regulatory requirements and Federal oversight of the State QC process was inadequate. 
Finally, FNS’ Broad-Based Categorical Eligibility (BBCE) policy to determine eligibility 
was not consistent with SNAP regulations. Thus, FNS’ QC process understated SNAP’s error 
rate. 

21. The methodology used to formulate the report and OIG’s understanding of the FNS process 
has been questioned by some. Do you believe OIG accurately and properly evaluated the 
FNS quality control process? 


Response: Yes, the audit team obtained a complete and thorough understanding of the SNAP 
QC process by interviewing key staff at FNS’ National Office (NO) and at all seven of FNS’ 
regional offices. A representative from the NO also participated in our interviews with the 
QC staff at five of the seven regional offices to ensure that our questions regarding the QC 
process were fully addressed by the regional offiees’ QC staff. The audit team further 
enhanced its understanding of the SNAP QC process by reviewing 140 selected QC cases, 
and reviewing the pertinent laws, regulations, policies, and procedures governing the QC 
review processes for SNAP. The audit team also briefed FNS throughout the audit and 
incorporated its feedback, as appropriate. Finally, we conducted our audit in accordance with 
Government Auditing Standards that require us to obtain sufficient and appropriate evidence 
to support our conclusions. 

22. What are the outstanding recommendations that need to be resolved? 


Response: There are six outstanding recommendations. Specifically, FNS needs to: 

(1) Obtain from the Office of the General Counsel (OGC) a legal opinion on whether FNS’ 
BBCE policy complies with the Federal regulation requiring that all SNAP household 
members must receive, or be authorized to receive, services from another program that 
meets SNAP regulatory requirements (i.e.. State-funding percentages, program purposes, 
and participant gross monthly income levels). 

(2) Amend FNS QC procedures to state that BBCE recipients’ eligibility for SNAP benefits 
must be fully assessed during the QC review process and that any errors identified during 
the QC review be included in the error rate. 

(3) Amend FNS QC policies and procedures (including FNS Handbook 310) to require that 
(1) SNAP recipient reporting errors identified during the QC process are considered 
separately from the State agency’s failure to act on the errors and (2) SNAP recipient 
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reporting errors and State agency failure to act on the errors are individually assessed 
against their respective regulatory timeframes. 

(4) Amend the SNAP regulations to specify the accurate weekly and biweekly income 
conversion factors (4.33 for individuals paid weekly and 2.17 for individuals paid 
biweekly). 

(5) Notify the States of the accurate conversion factors to use to calculate SNAP recipients’ 
monthly income (4.33 for individuals paid on a weekly basis, and 2.17 for individuals 
paid on a biweekly basis). 

OIG has an 800-number Hotline where individuals may report potential fraud. In fact, this 
Subcommittee directed the Food and Nutrition Service to print the hotline number on SNAP 
EBT cards as well as on the Women, Infants, and Children (WIC) food instruments. 

23. On average, how many calls and/or reports does OIG receive on SNAP and WIC fraud per 
month? 

Response: In FY 2015, the OIG Hotline received, on average, 282 complaints per month 
related to SNAP and WIC fraud. This information includes complaints received via phone, 
e-mail, fax, and mail. 

24. Have you seen an increase in the number of hotline calls over the years? Please update the 
charts to include fiscal years 2011 through 2015. 

Response: There are multiple ways to file an allegation with the OIG Hotline. As reflected 
in the chart below, we have seen an increase in the number of complaints received. Although 
it appears that in FY 15 the number of complaints decreased, it should be noted that the 
Hotline also received over 3,200 contacts related to the welfare of a circus elephant which 
were required to be processed. All 3,200 were reported under one Hotline number, as they 
were very similar in nature. 
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♦Please note that the total number of hotline complaints received in FY 2012 is 3,592. It was incorrectly noted 
as 4, 1 56 on last year’s submission. 


25. Do you think the hotline will continue to be a valuable tool for combatting fraud and abuse in 
SNAP and WIC? 

Response: Yes, the OIG Hotline will continue to be a valuable tool for individuals to report 
allegations of fraud, waste, and abuse. OIG benefits from the information received through 
the Hotline as well. Analysis of Hotline complaint patterns and trends allows OIG to 
potentially identify larger issues for audit or investigative focus. Additionally, a large 
percentage of our contacts involve allegations of SNAP recipient fraud. We forward 
information obtained from these complainants directly to FNS, which refers it to the 
appropriate State entity for investigation and action. Additionally, most States have contact 
numbers where nutrition assistance fraud can be reported directly to the State. The Hotline 
serves as a conduit for information to assist with combatting fraud in the SNAP and WIC 
programs. 


Special Supplemental Nutrition Program for Women, Infants and Children (WIC) 

26. In September 2014, your office issued a report titled “State Agencies’ Food Costs for WIC”. 
Clearly, the message from this report is that FNS must do a better job of managing the cost 
containment practices implemented by the States. FNS agreed to implement corrective 
actions by December 2015. Please provide an update on how these corrective action plans 
are being implemented. 

Response: We made six recommendations to FNS related to strengthening its strategy for 
monitoring food costs and considering program-wide implementation of proven cost 
containment measures. According to OCFO, FNS provided adequate documentation to close 
five of the six recommendations. To close the remaining recommendation, FNS planned to 
complete an updated study by 2015 to examine the methods of implementing various cost 
containment measures and their relative effectiveness. However, FNS stated that the 
estimated completion date is now September 2016 due to a delay by USDA’s Economic 
Research Service, the agency performing the study. 

27. Has the OIG been able to assess the status and work of the National Program Integrity 
Monitoring Branch that FNS began operating in April 2015? 

Response: No. We have not yet assessed the status and work of the National Program 
Integrity Monitoring Branch. This subject area will be part of our planning discussions for 
future work. To allow an agency time to implement a new initiative, we typically wait 
between 12 and 1 8 months before we perform an engagement. 

28. The Committee has been concerned about instances when WlC-purchased infant formula and 
other foods are sold through social media websites. Previously you said that OIG does not 
investigate trafficking through social media websites, but FNS works to ensure the postings 
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are removed. When a posting is removed, are the social media websites required to notify 
FNS or OIG with information about the individual or posting so that a follow-up can occur to 
determine whether or not trafficking is occurring? 

Response: Although there is no requirement for social media sites to notify FNS or OIG 
regarding the removal of a user’s post regarding the sale or purchase of SNAP or WIC 
benefits or WIC food items, if OIG is made aware of such information, we would assess the 
information and address it, as appropriate. 


29. The OIG conducted an audit of the WIC program and made recommendations that could 
benefit the program such as coordinating with Medicaid for potential program reimbursement 
for prescribed infant formulas and medical foods. Has FNS begun implementing any of 
these measures? 

Response; Yes. In September 2015, FNS issued WIC Policy Memorandum #2015-07. The 
purpose of the policy memorandum was to clarify the regulatory requirement that WIC State 
agencies must coordinate with the State Medicaid Program for the provision of exempt infant 
formulas and medical foods, and to address OIG’s audit recommendations related to 
coordination with Medicaid. 


School Meals 

30. Last May, OIG completed a report examining the National School Lunch and School 
Breakfast Programs, The report evaluated how FNS has tried to lower the error rates in the 
school meal programs. OIG made some common sense recommendations, such as enforcing 
the requirement that school food authorities should verify questionable applications for free- 
or reduced-price meals. Can you tell us the status of FNS implementing the 
recommendations? 

Response: We made 10 recommendations in that audit report. Below is a summary of the 
recommendations: 

1 . Consult with the OGC to determine if FNS has the authority to modify existing 
regulations to require households to submit income documentation with NSLP 
applications. 

2. Develop a strategy to verify for cause applications of households who misreported 
income. 

3. Update current regulations and guidance to explain what constitutes a questionable 
application. 

4. Consider requiring school food authorities (SFA) to verify for cause any application 
from a household when the household’s application from the prior year was denied. 

5. Provide guidance to State agencies to ensure they monitor the SFAs’ net cash 
resources. 

6. Instruct the Delaware Department of Education to address $4.8 million in excess net 
cash resources. 
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7. Remind State agencies that prior approval authority for treating capital expenditures 
as direct costs has been delegated to them. 

8. Instruct the State agencies and 20 SFAs to review nearly $6 million of capital 
expenditures and determine if those costs are truly allowable; recover costs if 
necessary. 

9. Instruct the State agencies to recover $ 1 66,933 in unallowable costs from two SFAs. 

10. Require cafeteria fund personnel at State agencies and SFAs be trained periodically 
on cafeteria fund management. 

According to OCFO, FNS has not implemented corrective actions for recommendations 2, 3, 
4, 8, and 9. We will continue to monitor FNS efforts to close the remaining 
recommendations. 

31. Has there been any improvement in the School Lunch and School Breakfast Program error 
rates? 

Response: There has been some progress with lowering the error rate in the National School 
Lunch Program (NSLP) and School Breakfast Program (SBP). A study published in May 
2015 found that NSLP and SBP error rates were 15.8 percent and 23.1 percent, respectively. 
The previous study published in November 2007 found that NSLP and SBP error rates were 
about 16.3 percent and 25 percent, respectively. These error rates include underpayments 
and overpayments. This slight percentage decrease would result in approximately $57 
million in savings for NSLP and $72 million for SBP if the 2015 study’s rates were applied 
to these programs’ FY 2015 outlays, instead of the previous study’s rates. 

Crop Insurance 

Last year, OIG reviewed the Risk Management Agency’s (RMA) National Program Operations 
Review. The IG made several recommendations regarding RMA’s processes for making sure 
Authorized Insurance Providers are in compliance. 

32. Please describe the changes that need to be made and how RMA responded. 

Response: We recommended that RMA develop and (1) implement a standardized 
methodology, including instructions and checklists, to document reviews in the RMA 
Compliance Activities and Results System (CARS) and record crop insurance policy and 
approved insurance provider’s (AlP) operations reviews and testing to ensure that the results 
of the reviews are fully supported and sufficient information is gathered, (2) implement 
documentation requirements to ensure that RMA calculations support the accuracy of 
premiums, yields, and indemnities, (3) provide formal training to reviewers and Regional 
Compliance Office (RCO) directors regarding crop insurance policy and AIP operations 
reviews, and (4) implement a second party review process for crop insurance policy reviews 
and AIP control reviews. 

RMA responded that it is in the process of re-evaluating and redesigning its current AIP 
operations review process. One stated objective is to develop a standardized set of guidelines 
that the RCOs will use to conduct AIP operations reviews consistently across the regions. 
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RMA said that it will develop detailed instructions and checklists which will address the 
audit steps and testing to be performed during the reviews. In addition, RMA will include 
instructions explaining the type of supporting documentation required to be uploaded in 
CARS, ensuring consistent and thorough reviews. At the time of report issuance, RMA 
anticipated issuing a contract with a business consultant in June 2015 to assist in the redesign 
of RMA’s AIP operations reviews, and anticipated completion of the contract by May 2016. 

RMA also stated that it has revised its review process for crop insurance policy reviews for 
Improper Payments Elimination and Recovery Act (IPERA) reporting purposes. This IPERA 
process reviews a statistically valid randomly selected sample of policies from the entire crop 
insurance program as mandated by the Office of Management and Budget (0MB) in order to 
determine the crop insurance program error rate. A review guide was developed for 
consistency of reviews between RCOs, and employees were all trained in the review process 
and expectations. RMA documentation requirements will be developed and implemented by 
May 2016. 

33. Since the time of publication, has the OIG conducted any follow-up with the agency. What is 
the status of RMA complying with the OIG recommendations? 

Response; No, we have not conducted any follow-up work at this time. We have reached 
management decision on all recommendations; however, the recommendations remain open 
with OCFO until the agency takes final action on the recommendations. To allow an agency 
time to implement new initiatives, we typically wait between 12 and 1 8 months before we 
perform a follow-up engagement. 


Financial Statements 

The recent financial statements for FY 2015 note significant deficiencies within the Commodity 
Credit Corporation (CCC). Specifically, the report notes that the CCC to USAID “Parent/Child” 
relationship “does not have significant internal controls over several of USAID’s accounting 
procedures and timeliness. 

34. Has OIG contacted USAID about these issues or reported them to the USAID Inspector 
General? 

Response: USAID’s Offices of Chief Financial Officer and Inspector General were involved 
in discussions of these issues during the course of the audit of CCC’s financial statements for 
FY 2015. 

35. Does OIG have any plans, or have any been conducted, to audit the CCC regarding these 
deficiencies? 

Response: A financial statement audit is performed annually for CCC and an audit will again 
be performed for FY 2016. As part of the FY 2016 engagement, the auditors will follow up 
on the deficiencies noted in the FY 2015 audit. The work is performed by a contracted CPA 
firm and their work is monitored by OIG. 
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36. What Anti-Deficiency Act violation does OIF refer to in its summary of the financial 
statements? 

Response: The Anti-Deficiency Act (ADA) violations referred to in the summary of the 
financial statements refer to two violations by Forest Service (FS), and one violation each by 
Farm Service Agency (FSA) and the Office of Advocacy and Outreach (OAO). Our report 
also identified potential ADA violations by the Foreign Agricultural Service, OAO, and the 
Office of the Assistant Secretary for Civil Rights (OASCR). 

Specifically, FS identified an ADA violation under 31 U.S.C. §15 17(a) in FY 2013. The 
Energy Policy Act of 2005 required the Secretary of Interior to create a pilot project to 
improve Federal permit coordination. The Bureau of Land Management (BLM) transferred 
funds to FS to participate in the pilot. FS reported obligations/expenditures in excess of the 
balance of the funds transferred from BLM as of December 31, 2012. FS spent $6,781.90 in 
excess of the $72,000 carried over from FY 2012. Although several actions were taken to 
obtain the funding needed, the warrant with additional funding was not received by FS until 
January 31, 2013. FS provided written notification to Congress and the President for the 
noncompliance violation and this has been resolved as of April 1, 2015. 

In FY 2015, FS identified another ADA violation for FYs 1990 through 2009 under 31 
U.S.C. §1341(a)(l). The violation related to the agency’s employment in California of two 
citizens of Palau. This use of Federal appropriations violated a general provision of 
appropriations acts from FYs 1990 through 2009, which prohibited the use of appropriations 
to employ non-U.S. citizens. This ADA violation is in the process of being reported to 
Congress and the President. 

In FY 2014, FSA reported that it identified an ADA violation under 31 U.S.C. §1517(a). In 
September 2013, OMB approved an apportionment request for $1 million from FSA for the 
purchase of guaranteed loans in FY 2014. On February 25, 2014, FSA made several loan 
purchases, obligating $1,302,823.57, thus exceeding the $1 million apportionment for such 
purchases. On March 7, 2014, FSA requested another apportionment to cover the deficiency. 
OMB approved the request and apportioned funds on March 31, 2014. The FSA’s Farm 
Loan Operations Office is taking corrective action to ensure future payments are obligated 
only within approved apportionment limits. USDA’s FY 2014 AFR also stated that the ADA 
violation was going to be reported. This ADA violation is still in the process of being 
reported to Congress and the President. 

Additionally, the Department reported in FY 2014 that OAO identified an ADA violation for 
FY 201 1 under 31 U.S.C §1517(a). The Food, Conservation, and Energy Act of 2008, Public 
Law 110-234 (Farm Bill of 2008), permitted OAO to award up to $19 million in FY 201 1 for 
Outreach and Assistance for Socially Disadvantaged and Veteran Farmers and Ranchers 
(Section 2501) Grants. USDA’s FY 2014 Agency Financial Report (AFR) also stated that the 
ADA violation was in the process of being reported. The ADA violation is still in the process 
of being reported to Congress and the President. 
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In FY 2015, the Department reported that OAO may have another potential ADA violation 
associated with the Strike Force Initiative funded through transfers from USDA agencies for 
FYs 2010 and 2011. OAO is researching the potential violation. 

In FY 2015, FAS identified a violation of the ADA that may have occurred in its FY 2009 
appropriation. FAS has completed its analyses and identified the causes of this potential 
violation, and has requested a determination on the status of this potential ADA violation 
from OGC. 

Finally, the Department reported in FY 2105 that OIG audited OASCR to determine whether 
(1) expenditures were properly supported by documentation; (2) unauthorized commitments 
were properly ratified by the Office of Procurement and Property Management; and (3) there 
was adherence to Federal legal authorities and Departmental Regulations (DR). The 
Department stated that OASCR will take appropriate action to determine whether there are 
potential ADA violations. 

37. What are the four component agencies OIG refers to in its summary of the financial 
statements that have significant weaknesses in their financial controls? 

Response: The four component agencies referred to are CCC, Natural Resources 
Conservation Service (NRCS), Rural Development, and Federal Crop Insurance 
Corporation/Risk Management Agency. 


USDA Information Technology (IT) 

OIG has performed numerous audits and made several recommendations regarding USDA’s IT 
security weaknesses, including in the recent financial statements audit. USDA also has 
significant examples of issues with its IT procurement. 

38. Have OIG’s past recommendations been completed regarding IT security? And IT 
procurement? 

Response: Many of the past recommendations relating to IT security have not been 
completed. In our FYs 2009 through 2015 FISMA audits, OIG made 61 recommendations 
for improving the overall security of USDA’s systems, but as of February 2016, only 33 of 
these have been closed (i.e., the agreed upon corrective action has been implemented). Also, 
our testing identified that security weaknesses still exist in 3 of the 33 closed 
recommendations. 

In addition to our FISMA work, OIG has issued five audit reports presenting issues with IT 
contracting and contract oversight between 2012 and 2015. These reports contained 16 
recommendations of which 14 have been closed. 

39. What current and future work is OIG doing regarding IT security and procurement? 



Response: We are currently conducting the annual FISMA audit and are also reviewing the 
application and general controls currently implemented for IT systems that materially affect 
the Department’s financial statements. As to the future, we will continue to conduct these 
audits and plan to expand our presence in IT procurements should resources become 
available. Recent audit results indicate that oversight of major IT investments is an emerging 
Departmental challenge. To be proactive, OIG proposes reviewing selected USDA IT 
investments throughout the planning, development, maintenance, and acquisition cycles. 
OIG’s FY 2017 budget request includes funding for eight additional FTEs dedicated to 
performing IT and procurement work, which will better enable us to enhance our efforts in 
this area. 

40. Has OIG done any review, or have plans to, of the performance plan required of the CIO 
regarding IT procurement as laid out in Section 706 of Public Law 114-113 and the similar 
provision in Public Law 113-235? 

Response: OIG does not have any work planned at this time. However, our 2017 budget 
request included a request for an increase of $1.1 million and 8 staff years to review the 
Department’s $2.7 billion in IT investments. Recent audit results indicate that oversight of 
major IT investments is an emerging Departmental challenge. To be proactive, OIG has 
requested additional budget resources to review selected USDA IT investments throughout 
the planning, development, maintenance, and acquisition cycles. If the requested resources 
are provided, OIG would review a selected investment’s functionality; adherence to the 
development and implementation schedule; spending rate; testing procedures; security 
posture; and compliance with NIST, FISMA, the Federal Acquisition Regulation, and other 
Departmental guidance or requirements; and determine if appropriate contract types were 
utilized to procure these goods and services. 

41. If not, would OIG be interested in doing some sort of review and following up with the CIO 
who has yet to submit the plan to Congress? 

Response: OIG would consider looking at this once the plan is available and USDA has had 
time to implement its planned actions. 

OIG Audits, Investigations and General Information Requests 

42. Please update the table from the fiscal year 2016 questions for the record (QFR) showing the 
financial statement audits OIG contracts for and those conducted in-house, as well as the cost 
of each audit for fiscal years 2010 through 2015. 


Response: 
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Federal Crop 

Insurance 

Corporation* 

In-House 

$394,440 

$416,235 

$342,501 

$313,003 

$433,856 

204,716 

Commodity 

Credit 

Corporation 

Contract 

$1,743,048 

$1,872,158 

$1,910,229 

$1,935,520 

$1,859,293 

2,018,971 

Food 

Nutrition 

Service 

In-House 

$1,000,722 

$1,097,324 

$1,129,030 

$1,063,129 

$952,203 

1.732.214 

Rural 

Development 

** 

In-House 

$2,148,758 

$2,368,598 

$1,723,854 

$1,513,150 

$1,325,696 

1,612,851 

Natural 

Resources 

Conservation 

Service 

Contract 

$1,893,442 

$2,291,408 

$1,675,767 

$1,475,407 

$1,424,991 

1,410,364 

IJSDA 

Consolidated 

(n-House 

$1,962,294 

$2,089,368 

$2,184,386 

$1,909,983 

$2,170,507 

3,307,354 


^Starting in FY 2015, FCIC’s financial statement audit is performed in-house and the estimation insurance claims methodology 
section of the audit is contracted. 


*• The audit is performed by OIG; however, the credit reform review is performed by an Independent Public Accounting firm 
under contract. 


43. Please update the table from the fiscal year 2016 QFRs showing the amount of funds 
expended for public accountants hired under contract for fiscal years 20 1 0 through 2015. 

Response: 



rY20l0 

1 '' Acteri";£ 

FY2011 

ActiuICost 

FV20t2 

Cost 

JYMtS 

niou 

n 201^ 

Federal Crop 

Insurance 

Corporation* 

In-House 

$370,138 

$380,942 

$297,162 

$277,594 

$397,148 

229,716 

Commodity 

Credit 

Corporation 

Contract 

$1,701,148 

$1,823,830 

$1,855,111 

$1,898,000 

$1,810,993 

1,892,481 

Rural 

Development 

** 

in-House 

$864,461 

$890,400 

$253,079 

$238,157 

$245,830 

237,218 

Natural 

Resources 

Conservation 

Service 

Contract 

$1,868,302 

$2,248,258 

$1,607,314 

$1,440,349 

$1,389,249 

1,362,955 


* Starting in FY 2015, FCIC’s financial statements audit will be performed in-house and the estimation insurance claims 
methodology section of the audit will be contracted. 

** The audit is performed by OIG; however, the credit reform review is performed by an Independent Public Accounting firm 
under contract. 


44. What was OIG’s cost of performing audits of Commodity Credit Corporation (CCC) 
financial statements in fiscal year 2015? What was the reimbursement Irom CCC? 

Response: CCC’s financial statements audit is performed by a contractor. However, OIG 
monitors the audit in accordance with GAO/PCIE Financial Audit Manual Section 650 to 
ensure that the audit is performed by an audit firm that is independent, objective, and 
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possesses the required qualifications. This monitoring also ensures that the audit is 
performed in accordance with generally accepted auditing standards in the United States. 

OIG did not receive reimbursement from CCC for this service. OIG’s cost of performing the 
monitoring for FY 2015 was $126,490. CCC paid the contractor $1,892,481 for FY 2015. 

45. Please update the status report included in the fiscal year 2016 QFRs on all current findings of 
material weakness since 2009. Specifically, please list the finding, OIG’s recommendation and 
the current status. 

Response: The following is an updated status report on all current findings of material 
weaknesses since 2009. 


fMfaies and lUcoiBB«Biiati(«s 

Status (Reached 

Management 

Decbionl 

FY 2009 Consolidated Financial Statements Audit* Assignment No. 50401-67-FM 

Finding 1: Improvements are needed in overall financial management. 

Recommendation: Provide additional oversight to ensure agencies (1) properly monitor and 
review obligation balances, (2) provide valid certifications based on complete and accurate 
reviews as required by Departmental Regulation 2230-001, and (3) understand the 
importance of responding to requests for bills or additional information in a timely manner. 

Yes 

Finding 2: Improvements are needed in Information Technology, Security and Controls. 
Recommendation: (1) Create a plan of action and milestones to correct deficiencies in both 
System Security Plans and Contingency and Disaster Recovery Plans, (2) revise Cyber 

Security Assessment and Management and/or system documentation to reflect consistent and 
accurate information, and (3) institute policy and procedures to ensure review and signature 
of all parties bound by Interconnection Security Agreements. 

Yes 

FY 2010 Consolidated Financial Statements Audit. Assignment No. 50401-70-FM 

Finding 1: improvements are needed in overall financial management. 

Recommendation: Provide additional oversight to ensure that agencies are properly 
reviewing, researching, and timely implementing action to correct abnormal balances. 

Yes 

Finding 2: Improvements are needed in Information Technology, Security, and Controls. 
Recommendation: Because of actions planned by the Department and recommendations 
made in other audits, no recommendation was made. 

Yes 

FY 2011 Consolidated Financial Statements Audit, Assignment No. 50401-0001-11 

Finding 1: Improvements are needed in overall financial management. 

Recommendation: (1) Provide additional oversight of the accounting functions at FAS to 
ensure that the objectives of the internal control over financial reporting are maintained, 

(2) provide additional oversight and training to ensure agencies are following Departmental 
policy in identifying and reconciling inh^departmental transactions. 

Yes 

Finding 2: Improvements are needed in Information Technology Security and Controls. 
Recommendation: Because of recommendations made in our annual FISMA audits, we are 
making no further recommendations. 

Yes 

FY 2012 Consolidated Financial Statements Audit, Assignment No. 50401-0003-11 1 

Finding 1: Improvements are needed in overall financial management. 

Recommendation: Because of recommendations already made to CCC and NRCS in other 
reports, we are making no further recommendations in this report. 

N/A 

Finding 2: Improvements are needed in Information Technology Security and Controls. 
Recommendation: Because of recommendations made in our annual FISMA audits, we are 
making no further recommendations. 

N/A 

FY 2013 Consolidated Financial Statements Audit, Assignment No. 50401-0005-11 1 

Finding 1: Improvements are needed in overall financial management. 

Recommendation: Because of recommendations already made to NRCS, CCC, and FCIC 

N/A 
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FY 2009 thi^mgfa inr 2015 

Findtogs and Reesttwa^l^ais 

Status (Reached 

Management 

Decision) 

in other reports, we are making no further recommendations in this report. 


Finding 2: Improvements are needed in overall Information Tecimology Security Program. 
Recommendation: Because of recommendations made in our prior FISMA audits, we are 
making no further recommendations. 

N/A 

FY 2014 Consolidated Financial Statements Audit Assignment No. 50401>0007-11 

Finding 1 : Improvements are needed in overall financial management. 

Recommendation: Because of recommendations already made to NRCS, CCC, and FCIC 
in other reports, we are making no further recommendations in this report. 

N/A 

Finding 2: Improvements are needed in overall Information Technology Security Program. 
Recommendation: Because of recommendations made in our prior FISMA audits, we are 
making no further recommendations. 

N/A 

FY 2015 Consolidated Financial Statements Audit Assignment No. 50401-0009-11 

Finding 1: Improvements are Needed in Overall Financial Management 
Recommendation: Because USDA has actions planned and in progress, we are making no 
further recommendations herein. 

N/A 

Finding 2: Improvements are Needed in Overall Information Technology Security 
Program 

Recommendation: Because of recommendations made in our FISMA audits, we are making 
no further recommendations in this report. 

N/A 

£"3mT: 't . ■ « 



FY 2009 CCC Financial Statements Audit Assignment No. 06401-24-FM 

Finding 1: Improvements are needed in financial management system's functionality. 
Recommendation: Because of actions planned by the Department and recommendations 
made in other audits, no recommendation was made. 

Yes 

FY 2010 CCC Financial Statements Audit Assignment No. 06401-25-FM 

Finding 1: Improvements are needed in financial management system’s functionality. 
Recommendation: Because of actions planned by the Department and recommendations 
made in other audits, no recommendation was made. 

Yes 

FY 2011 CCC Financial Statements Audit Assignment No. 06401-0001-11 

Finding 1 : Improvements are needed in financial management system's functionality. 
Recommendation: Because of actions planned by the Department and recommendations 
made in other audits, no recommendation was made. 

Yes 

FY 2012 CCC Financial Statements Audit Assignment No. 06401-0002-1 1 

Finding 1: Improvements are needed in funds control. 

Recommendation: Because of actions planned by the Department and recommendations 
made in other audits, no recommendation was made. 

N/A 

FY 2013 CCC Financial Statements Audit Assignment No. 06401-0003-11 

Finding 1 : Improvements are needed in funds control. 

Recommendation: Because of actions planned by the Department and recommendations 
made in other audits, no recommendation was made. 

N/A 

FY 2014 CCC Financial Statements Audit Assignment No. 06401-0004-11 

Finding 1: Improvements are needed in funds control. 

Recommendation: Because of actions planned by the Department and recommendations 
made in other audits, no recommendation was made. 

N/A 

FY 2015 CCC Financial Statements Audit Assignment No. 06401-0005-11 

Finding 1: Improvements are Needed in Financial Reporting 

Recommendation I : Design and implement processes, procedures, and effective controls 
related to significant accounting estimates. 

Recommendation 2: Develop effective information and communication processes to ensure 
that policies and procedures related to programs or events that may give rise to the 
recognition of accounting transactions are consistently communicated and applied throughout 
the agency and that technical accounting issues are identified, analyzed, and resolved in a 

No 



663 


25 


FY 2Wthros^ f:¥ ms Mitral WeakBesses 
flroiiiNig antf Reromittoadaflws 

Status (Reached 

Management 

Decision) 

timely manner. 

Recommendation 3: Accumulate relevant, sufficient, and reliable data on which to base 
accounting estimates. 

Recommendation 4: Ensure accounting estimates are prepared by qualified personnel with 
a full understanding of the underlying GAAP requirements. 

Recommendation 5: Ensure there is an adequate review and approval of the estimates by 
appropriate levels of management, including review of sources of relevant factors, 
development of assumptions, and reasonableness of assumptions and resulting estimates. 
Recommendation 6: Implement processes, procedures, and effective controls to enable the 
timely preparation of financial statements and sufficient evidential matter to support 
accounting transactions. 

Recommendation 7: Design and implement policies, procedures, and controls to accept, 
track, and monitor agreements entered into with other agencies (customers) and link the 
goods/services provided and the transactions entered into the respective funding agreement to 
produce a population of unfulfilled customer orders (UFCO) by customer which reconciles to 
the general ledger. 

Recommendation 8: Design and implement policies, procedures, and controls to review 
UFCOs balances to determine whether they should still be open (on an agreement by 
agreement basis) or whether the funding should be returned to the ordering agency before the 
period of availability or the funding appropriation ends. 

Recommendation 9: Design and implement Due Care policies, procedures, and controls to 
identify, and investigate known and potential sites. 

Recommendation 10: Develop a complete inventory of sites potentially needing review and 
their status and disposition. 

Recommendation 11; Continue to refine the precision of each site’s estimate and maintain 
adequate supporting documentation that is readily available. 


Finding 2: Improvements are Needed in the Accounting for Parent/Child Transactions 
Recommendation 1 : Implement processes, procedures, and controls to assess and 
periodically reassess methodologies used to account for parent/chiid activity. 
Recommendation 2: With the assistance of the child agency, conduct a detailed review of 
the transactions and balances reported in the general ledger to ensure that CCC maintains a 
complete set of supporting documentation for transactions and balances reported in the 
general ledger. 

No 

Finding 3: Improvements are Needed in the Accounting for Budgetary Transactions 
Recommendation 1: Design and implement policies and procedures to require 
communication and collaboration between the decentralized groups involved in the review of 
undelivered orders. 

Recommendation 2: Modify the policies and procedures related to the review of stale 
obligations by developing detailed, written procedures to facilitate adequate and consistent 
review across the various groups performing the reviews. Also, include expanded criteria to 
review the validity of undelivered orders to correspond to the nature of the agency and its 
programs. 

Recommendation 3: Implement the necessary functionality within the financial 
management systems to automatically deobligate undelivered orders at the time of payment. 
Recommendation 4: Conduct a detailed review of the transactions and balances reported in 
the general ledger to ensure that CCC maintains adequate supporting documentation for 
transactions and balances reported in the general ledger and that the supporting 
documentation is readily available. 

Recommendation 5: Continue the implementation of automated funds control of all 
obligations and expenditures at the transaction level within the core financial system. Further, 
implement necessary compensating controls until such automated controls are fully 
implemented. 

No 
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1 Static (Readbed 

FY 2009 through F¥ 2015 Matnriai Weaknesses | Management 

Ftndines and RecmBraeBdatiiiMB i Decision) 

FY 2009 NRCS Financial Statements Audit, Assignment No. 10401-03-FM 

Finding 1: Improved accounting and controls needed over undelivered ordere. 
Recommendation: Continue to train budget and program personnel to review open 
obligation balances and monitor compliance. 

Yes 

Finding 2: Improved accounting and controls needed over the revenue and unfilled 
customer order process. 

Recommendation: Develop and implement policies and procedures for reimbursable 
agreements, accounts receivable, and unfilled customer orders. 

Yes 

Finding 3: Improved accounting and controls needed over accrued expenses. 
Recommendation: Provide additional training to field personnel regarding the policy and 
procedures for recording accruals. 

Yes 

Finding 4: Improved controls needed over financial reporting. 

Recommendation: Obtain and use the United States Government Standard General Ledger 
posting models for conservation easements, travel advances to others, cumulative results of 
operations for non-appropriated funds, recoveries of prior year obligations, and accounts 
receivable with the public. 

Yes 

Finding 5: Improved accounting and controls needed for property, plant, and equipment. 
Recommendation: Establish a policy that outlines the proper procedures for identifying and 
tracking the appropriate costs related to the development of new applications through the 
various steges of the development process. 

Yes 

FY 2010 NRCS Financial Statements Audit, Assignment No. 10401-03-FM 

Finding 1: Improved accounting and controls needed over undelivered orders. 
Recommendation: Review the current policies are compliant with Title 3 1 of the U.S. Code 
and GAO'S Redbook, The Principles of Federal Appropriations Law. 

Yes 

Finding 2: improved accounting and controls needed over the revenue and unfilled 
customer order process. 

Recommendation: Develop a systematic methodology for calculating the allowance for 
uncollectible accounts which considers historical data, estimates losses on an individual and 
aggregate account basis, and considers other risk factors that may have an impact on NRCS' 
ability to collect amounts due. 

Yes 

Finding 3: Improved accounting and controls needed over accrued expenses. 
Recommendation: Perform quality assurance procedures to determine if accrued expenses 
are complete, accurate, and exist at quarter and year end. 

Yes 

Finding 4: Improved controls needed over financial reporting. 

Recommendation: Establish a more robust internal control identification and evaluation 
process to identify all significant control deficiencies. 

Yes 

Finding 5: Improved accounting and controls needed for property, plant, and equipment. 
Recommendation: Reinforce segregation of duties responsibilities for inventory taking, 
reminding Accountable Property Officers that the inventory taker should not also have the 
authority to purchase Propertv, Plant and Equipment (PP&E). 

Yes 

Finding 6: Improved general and application access controls needed. 

Recommendation: Establish a process to actively review and document its review of 
application, active directory, and VPN access to determine whether it is appropriate based on 
the employee's role. 

Yes 

Finding 7: Improved controls needed over purchase and fleet card transactions. 
Recommendation: NRCS management immediately reviews all cardholders to determine 
whether they are current NRCS emplovees and should have access to a purchase card. 

Yes 

FY 2011 NRCS Financial Statements Audit, Assignment No. 10401-0001-11 

Finding 1 : Improved accounting and controls needed over undelivered orders. 
Recommendation: (1) provide additional training to field personnel related to the 
identification and recording of advances and disbursements, (2) provide guidance and policy 
to field personnel relating to the monitoring and validation of the obligation’s period of 

Yes 
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FY 2009 thresgk FY 2015 MatefisI WealcB^sies 

Fkni^iissi anO lUcoasradatiMS 

Status (Reached 

Management 

Decision) 

performance prior to payment. 


Finding 2: Improved accounting and controls needed over accrued expenses. 
Recommendation: (1) perform quality assurance procedures to determine if accrued 
expenses are complete, accurate, and exist at quarter and year end, (2) reduce the number of 
standard voucher and year end accruals required by configuring systems to record accruals 
when goods/services are receipted in the application, where there is a cost benefit; 

(3) enhance monitoring interna! controls over obligations and payment approvals to 
determine whether appropriate documentation is provided to support the obligation and 
disbursement; (4) utilize transaction codes in FFIS to record accruals that do not reverse for 
direct entry obligations; and (5) provide guidance on the Prompt Payment Act related to the 
entry of acceptance dates and determine if additional interest is due to vendors or whether the 
vendor was overpaid as a result of any errors. 

Yes 

Finding 3: Improved controls are needed over financial reporting. 

Recommendation: Enforce NRCS’ Circular 21 to ensure condition assessment policies and 
procedures are compliant with Statements of Federal Financial Accounting Standards 

(SFFAS) No. 29. 

Yes 

Finding 4: Improved accounting and controls needed for property, plant and equipment. 
Recommendation: Develop in coordination with the Department Chief Information Officer 
a reconciliation process for State offices to utilize to reconcile between the International 
Technology Services (ITS) property report and State inventory reports. 

Yes 

Finding 5: Improved general and application access controls are needed. 

Recommendation: Establish controls to monitor the control environment at ITS and 
mitigate the identified weaknesses. 

Yes 

FY 2012 NRCS Financial Statements Audit, Assignment No. 10401-0002--11 

Finding 1: Improved controls are needed over general accounting operations. 
Recommendation: (1) Focus on strengthening the internal control environment and 
ensuring that system components are fully operational; (2) identify the underlying 
impediments causing errors in the Accounts Receivable billing module, proper liquidation of 
advances, and posting of depreciation/amortization; (3) continue to implement procedures 
over the Fund Balance with Treasury (FBWT) process, to include procedures for ensuring 
that unprocessed items are cleared from the suspense account in a timely manner; and (4) 
complete a thorough review of the FBWT suspense account to identify older reconciling 
items, and take the appropriate actions to clear these items. 

Yes 

Finding 2: Improved controls are needed over financial reporting. 

Recommendation: (1) Continue to implement a comprehensive financial management 
system strategy to ensure compliance with Federal financial management systems 
requirements; (2) enforce accounting entries that are consistent with those prescribed by the 
United States General Ledger; (3) develop policies to ensure all relevant Federal accounting 
standards are followed; (4) improve the communication and implementation of policies and 
procedures regarding the preparation of financial statements; Management’s Discussion and 
Analysis, footnote disclosures, and Required Supplementary Information; (5) ensure all 
qualitative information reported in footnote disclosures, including supplementary 
information, is accurate and current; and (6) continue to develop remediation plans to address 
FMFIA and FFMIA noncompliance. 

Yes 

Finding 3: Improved controls are needed over property, plant and equipment (PP&E). 
Recommendation: (1) Complete the PP&E remediation efforts as soon as possible to ensure 
that real property and personal property information is provided in a timely manner. 
Remediation efforts should include completion of real property and personal property 
physical inventories, and review of budget object codes currently assigned to personal 
property; and (2) finalize efforts to implement the “Methodology for Condition Assessment 
Surveys and Determining Deferred Maintenance” to track deferred maintenance, and suggest 
that NRCS continue to develop and implement effective steps and related policies and 

Yes 
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procedures to track improvements to leased and owned assets. 


Finding 4: Improved controls are needed over accrued expenses. 

Recommendation: (1) Finalize and implement steps to regularly review the accounts 
payable accrual methodology, and grants and agreements accrual methodology against actual 
results to validate their predictive reliability; (2) develop a process for accruals and 
disbursements, including Intragovemmental Payment and Collection transactions, to properly 
documents that the related accrual or disbursement is appropriate; and (3) research and 
remediate current debit vendor balances. 

Yes 

Finding 5: Improved controls are needed over reimbursable agreements. 

Recommendation: (1) Continue to implement sustainable internal controls to verify the 
completeness and accuracy of Unfilled Customers Orders (UCO’s) for future years; 

(2) continue to conduct analysis of current UCO balances to determine if they are complete;. 

(3) continue to review open UCO balances for validity and accuracy; (4) continue to provide 
comprehensive training, instruction, and support to personnel responsible for recording and 
monitoring Reimbursable Agreements (RA); (5) continuously monitor the effectiveness of 

RA controls; and (6) confirm the accurate conversion of UCO balances for beginning 
balances FY 2013. 

Yes 

FY 2013 NRCS Financial Statements Audit, Assignment No. 10401-0003-11 

Finding 1: Improved accounting and controls are needed over undelivered orders. 
Recommendation: (1) Continue to monitor activity in U.S. General Standard Ledger 
(USSGL) accounts 4801, 4871, and 4881 to ensure that invalid upward and downward 
adjustments are identified and negated in a timely manner and that balances are appropriate; 

(2) continue to monitor open obligations to ensure that upward and downward adjustments 
are recorded in the appropriate period and liquidated timely; and, (3) provide adequate 
training to personnel related to the documentation requirements for support. 

Yes 

Finding 2: Improved controls are needed over financial reporting. 

Recommendation: (1) Identify and document transactions that, when required, are recorded 
in accordance with the guidance found in.SFFAS No. 21; (2) implement procedures to reduce 
the need to record a large volume of misstatements at year end; (3) establish 
policies/guidelines that assist accounting personnel in properly determining the type of 
sufficient supporting documentation for journal entries and deferred maintenance; and 
(4) enhance the management review of journal entries to include use of appropriate posting 
models obtaining and inspecting supporting documentation. 

Yes 

Finding 3: Improved accounting and controls are needed over expenses. 

Recommendation: (1) Provide guidance and/or training to employees on policies and 
procedures to ensure purchase transactions have adequate supporting documentation to 
determine if they are accurate and exist; (2) enhance monitoring controls over payment 
approvals to determine whether appropriate documentation is provided to support the 
disbursement; and (3) enhance procedures to determine if accrued expenses are complete, 
accurate, and exist at quarter-ends and are properly supported. 

Yes 

Finding 4: Improved accounting and controls arc needed over revenue and accounts 
receivable. 

Recommendation: (1) Continue to improve documentation that will support revenue, 
accounts receivable, and unfilled customer orders transactions in accordance with OMB 
Circular No. A-123; and (2) review and liquidate invalid unfilled customer orders. 

Yes 

FY 2014 NRCS Financial Statements Audit, Assignment No. 10401-0004-11 

Finding 1: Improved accounting and controls are needed over obligations and undelivered 
orders. 

Recommendations: Develop comprehensive policies and procedures to monitor the GRP 
program and confirm transactions are accurate, adequately supported and recorded in the 
proper fiscal year. 

(1) Continue to monitor activity in USSGL accounts 4871, and 4881 to ensure that invalid 

Yes 
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upward and downward adjustments are identified and corrected in a timely manner and that 
balances are appropriate; (2) continue to monitor open obligations (USSGL accounts 4801 
and 4802) to ensure that they are recorded in the appropriate period and liquidated timely; 
and, (3) provide adequate training to personnel related to the documentation requirements for 
support. 


Finding 2: Improved controls are needed over financial operations. 

Recommendations: Review and evaluate options to reference accruals to the appropriate 
undelivered orders so that these amounts can be incorporated in the balances. 

(1) Identify and document transactions that, when required, are recorded in accordance with 
the guidance found in SFFAS No. 21; (2) implement procedures to reduce the need to record 
a large volume of misstatements at year end; (3) establish policies/guidelines that assist 
accounting personnel in properly determining the type of sufficient supporting 
documentation for journal entries and deferred maintenance; and (4) enhance the 
management review of journal entries to include use of appropriate posting models obtaining 
and inspecting supporting documentation. 

Yes 

Finding 3: Improved accounting and controls are needed over expenses. 

Recommendation: (!) Provide guidance and/or training to employees on policies and 
procedures to ensure purchase transactions have adequate supporting documentation to 
determine if they are accurate and exist; (2) enhance procedures to determine if accrued 
expenses are complete, accurate, and exist at quarter-ends and are properly supported; and (3) 
enhance monitoring controls over payment approvals to determine whether appropriate 
documentation is provided to support the disbursement. 

Yes 

FY 2015 NRCS Financial Statements Audit Assignment No. 10401-0005-1 1 

Finding 1: Improved Accounting and Controls are Needed Over Obligations and 

Undelivered Orders (Repeat Condition). 

Recommendations: As noted in recommendation lA. IB and 1C of Audit Report No. 
10401-0003-1 1, December 2013, we continue to recognize the need for NRCS management 
to: (1) Monitor activity in U.S. Standard Genera! Ledger (USSGL) 4871 and 4881 to ensure 
that invalid upward and downward adjustments are identified and corrected in a timely 
manner and that balances are appropriate; (2) Monitor open obligations (USSGL accounts 

4801 and 4802) to ensure that they are recorded in the appropriate period and liquidated 
timely; and (3) Provide adequate training to personnel related to the documentation 
requirements for support. 

No 

Finding 2: Improved Accounting and Controls are Needed Over Financial Operations 
(Repeat Condition). 

Recommendations: Establish policies and procedures that: (1) Assist personnel producing 
data extracts to determine the completeness and accuracy of such extracts; (2) Ensure data 
extracts are reviewed by process owners regularly for errors; and (3) Establish a closing 
schedule for period 13 transactions in order to avoid any delays in producing such extracts. 

We continue to recognize the need for management of the NRCS to: (1) Establish 
policies/guidelines that assist accounting personnel in properly determining the type of 
sufficient supporting documentation; and (2) Continue to develop and implement internal 
controls and policies and procedures to correct or mitigate the risks and potential 
misstatements within the agency. 

We also recommend that management of the NRCS: (1) Enhance policy and control 
procedures for the accuracy and consistent application of period end accruals; and (2) 

Provide adequate training to personnel relating to the new accrual policy. 

No 

Finding 3: Improved Accounting and Controls are Needed Over Transactions Related to the 
Grassland Reserve Program 

Recommendation: We recommend that management of the NRCS: (1) Implement 
management’s plan to develop a new process for administering the remaining funds for the 
GRP in FY 2016; (2) Request and obtain supporting documentation for prior services 

No 
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rendered by FSA to NRCS; (3) Review and reconcile fte supporting documentation to 
determine and mutually agree upon the amount of services that have been rendered by FSA 
to NRCS; (4) Make and record any necessary corresponding adjustments to fund balance 
with Treasury, accounts receivables, accounts payable, and cumulative results of operations 
balances; and (5) Obtain sufficient supporting documentation for the remaining GRP 
obligations recorded in the general ledger at the end of FY 2015. 



FY 2013 FCIC/RMA Financial Statements Audit. Assignment No. 05401-0003-11 

Finding 1 : Improvement needed in controls over estim^ed losses on insurance claims 
calculation. 

Recommendation: (1) Implement procedures to ensure that manual processes of the 
indemnity projection model are performed and subsequently reviewed by independent 
individuals within management to ensure the review process over calculation is adequate and 
limits the risk of material misstatements in the liability for estimated losses on insurance 
claims at year-end; (2) consider performing an Independent Verification and Validation 
review of the indemnity projection model every year in which a new model is implemented, 
or when a model has been substantially enhanced; (3) consider the need to save 
documentation to provide an audit trail of all relevant computations; (4) consider performing 
additional risk assessments on the indemnity calculation aimed at the processes that have the 
greater risks of errors in the calculations. 

Yes 

FY 2014 FCIC/RMA Financial Statements Audit. Assignment No. 05401-0004-11 

Finding 1: improvement needed in controls over estimated losses on insurance claims 
calculation. 

Recommendations: design and implement policies and procedures to include the following; 
when evaluating the need to change estimation methodologies, particularly as it relates to 
significant financial statement balances, management should consider: availability of support 
for ^sumptions, comparability with prior years methods and computations, potential effect 
on balances and the effect on the consistency of financial statements, and, changes or 
enhancements to estimation methodologies that are in accordance with US GAAP. 

The following were identified in the prior year audit and should be considered when 
developing the corrective action plan; (I) implement actions to ensure that changes to the 
indemnity projection methodology are performed and subsequently reviewed by independent 
individuals within FCIC/RMA management to ensure that the changes to the calculation are 
appropriate and verifiable to limit the risk of material misstatements in the liability for 
estimated losses on insurance claims at year-end; (2) consider performing an Independent 
Verification and Validation (IV&V) review of the indemnity methodology every year in 
which a new methodology is implemented or when the indemnity model has been 
substantially enhanced; (3) consider the need to save supporting documentation to provide 
an audit trail of all relevant estimate computations; and, (4) consider performing additional 
risk assessments on the indemnity calculation aimed at the processes that have the greater 
risks of errors in the calculations. The magnitude of potential errors should be viewed in 
terms of financial statement line items and the financial statements as a whole, in order to 
ensure that management limits the risk of material misstatements on the financial statements. 

Yes 

FY 2015 FCIC/RMA Financial Statements Audit, Assignment No. 05401-(M)05-n 

Finding I : Improvements Are Needed in the Review of the Estimated Loss Calculations 
Recommendations: Develop control procedures over the program code to ensure that all 
variables are input correctly and calculating properly. 

Yes 
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46. Please update the table from the fiscal year 2016 QFRs showing the amount spent for 
confidential operational activities for fiscal years 2010 through 2015. 

Response: The information requested follows: 


Fiscal Year 

Available 

Spent 

2009 

$125,000 

$ 

77,654 

2010 

$125,000 

$ 

88,451 

201! 

$125,000 

$ 

92,835 

2012 

$125,000 

$ 

96,979 

2013 

$125,000 

$ 

83,061 

2014 

$125,000 

$ 

76,408 

2015 

$125,000 

$ 

78,089 


Confidential funds are utilized to assist USDA OIG in undercover investigations. These funds 
represent payments made to individuals or infonnants who provide information that assists the 
agency in carrying out its duties. The funds are used to purchase evidence necessary in the 
prosecution of criminal investigations. 


47. Please provide a summary of complaints from the OIG Hotline for fiscal year 2015. 
Response: The below chart summarizes OIG Hotline complaints during FY 2015. 


Fiscal Year 201 S HotUne Complaints Received 

Type 

Number 

F.mplovee Misconduct 

274 

Participant Fraud 

3,391 

Waste/Mismanagement 

366 

Health/Safety Problem 

27 

Opinion/Information 

100 

Bribery 

1 

Reprisal 

0 

Total Number of Complaints Received 

4,159* 


*The OiG Hotline received an additional 3,200 contacts regarding opinions on the treatment of a circus 
elephant. These contacts were tracked under one hotline number because they were similar in nature. 


48. Please provide a table showing the number of audit reports, investigative reports, 
indictments, convictions, and lawsuits filed for fiscal year 2015. 

Response: The information requested follows: 

Fiscal Year 2015 

~Audit Reports* | 39 
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Investigative Reports 

280 

Indictments 

567 

Convictions** 

817 

Lawsuits Filed*** 

4 


*The Office of Audit issued 39 reports during FY 2015. This included 36 audit reports, 1 interim audit report, and 
2 reports for non-audit services. 

**The period of time to obtain court action on an indictment varies widely; therefore the 8 1 7 convictions do not 
necessarily correlate directly to the 567 indictments. 

***Any civil judicial proceeding filed on behalf of a Government agency that results directly and substantially from 
an OIG investigation. 

49. How were the indictments resolved, and what percent led to convictions? Please report for 
the latest data available. 

Response; For the investigations closed during FY 2015, in which an indictment was 
obtained and wherein all judicial and administrative action had been completed, 94 percent of 
the indictments in those investigations led to convictions. It should be noted that indictments 
may be obtained in one fiscal year, while the resulting convictions may not be obtained until 
months later, or longer, due to prosecutorial and judicial processes. 

50. Please update the description from the fiscal year 201 6 QFRs of the work the IG is doing in 
regard to federal, state or industry employee whistleblowers. Flow many open investigations 
and reviews are related to whistleblower complaints? 

Response: OIG receives complaints from many sources including, but not limited to, Federal 
and State employees and the general public. Any individual who contacts OIG to report an 
allegation of fraud, waste, or abuse is considered a potential whistleblower. In FY 2015, there 
were a total of 29 open investigations and 3 audits initiated resulting from complaints received 
through the OIG Hotline. Each Hotline complaint received is reviewed and a determination 
made whether the matter should be addressed by OIG; referred to the appropriate USDA 
agency for review, response, and appropriate action; or referred to the appropriate Federal 
government agency for any action if deemed appropriate. 

51. How many complaints did OIG receive from outside groups that are not whistleblower 
complaints in fiscal years 2010 through 2015? How many did OIG consider worthy of 
further investigation? 

Response; We consider all complaints received to be potential whistleblower complaints. 
However, we do track complaints received from public sources through the OIG Hotline as 
follows: 
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FY 2014 


FY 2012 


FY 2010 


19 

w 


79 


3990 

I 4191 
4016 



n Hotline Complaints 
Received from Public 
Sources 

B Resulting Investigations 


2763 


1000 2000 3000 4000 5000 


52. Please provide for the record the amounts transferred to OIG from the Department of Justice 
Assets Forfeiture fund for fiscal years 2010 through 2015. Provide an explanation of the use 
of these funds hy OIG. 


Response: As a participating member of the Department of Justice (DOJ) Assets Forfeiture 
Fund, OIG receives funds pursuant to annual allocation requests and pursuant to petitions for 
remission or mitigation. Under DOJ’s annual allocations, funds can be requested for 
program operations expenses and investigative expenses. Investigative expenses incurred by 
OIG involve mainly the equipping of conveyances when the DOJ annual allocation 
allows. Program operations expenses include the following: case related expenses, joint law 
enforcement operations, special contract services, contracts to identify assets, and 
training. Funds received as a result of petitions for remission or mitigation are utilized for 
law enforcement activities authorized under the Inspector General Act. 


Department of Justice 

1 

Fiscal Year 

Petitions 

. Annual 

Allocations 

Totals 

2010 

S145.71I 

$2,222,000 

$2,367,711 

2011 

$11,663 

$1,683,000 

$1,694,663 

2012 

$40,190 

$1,725,000 

$1,765,190 

2013 

mmm 

$1,614,000 

$1,614,000 

2014 

$818,495 

$1,647,000 

$2,465,495 

2015 

$72,570 

$1,680,000 

$1,752,570 
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53. Please provide for the record amounts transferred to OIG from the Deptirtment of Treasury 
Forfeiture Fund for fiscal years 2010 through 2015. Provide an explanation of the use of 
these funds by OIG. 

Response; The amounts below represent funds received from petitions for remission or 
mitigation from the Department of Treasury Forfeiture Fund. OIG does not receive a 
separate annual allocation from the Department of Treasury. Petition funds are used to 
purchase specific items (e.g., ballistic vests, software, and the removal and installation of 
equipment into GSA vehicles being rotated in and out of the OIG fleet) for law enforcement 
activities authorized under the Inspector General Act. 


Receipt of Petition Funds 

Fiscal Year 

^ s Department of 
Treasury 

2010 

$1,400,501 

2011 

$0 

2012 

$52,033 

2013 

$135,205 

2014 

$1,124,225 

2015 

$576,090 


54. Please provide for the record amounts transferred to OIG through the granting of a Petition 
for Remission or Mitigation for fiscal years 2010 through 2015. 

Response: The information requested follows: 


Receipt of Petition Funds 

Fiscal Year 

Department of 
Treasury 

' Department of 
Justice 

Totals 

2010 

$1,400,501 

$145,711 

$1,546,212 

2011 

$0 

$11,663 

$11,663 

2012 

$52,033 

$40,190 

$92,223 

2013 

$135,205 

$0 

$135,205 

2014 

$1,124,225 

$818,495 

$1,942,720 

2015 

$576,090 

$72,570 

$648,660 
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55. Please describe the pay scale for OIG employees. How many are entitled to Law 
Enforcement Officer Pay? How many receive Law Enforcement Availability Pay? 

Response: OIG does not have any employees on a special rate pay scale. OIG employees 
are either on the GS or ES pay scale. However, 1 47 of the Criminal Investigators (GS 1811) 
are entitled to Law Enforcement Availability Pay, which provides them with an additional 25 
percent, pursuant to law and Office of Personnel Management (OPM) regulations. OIG uses 
the Federal locality pay scale authorized by OPM for all other employees within the Federal 
Government. 

56. Please provide for the record a table showing OIG-owned firearms. 

Response: The information requested is as follows: 


OIG Owned Firearms 

(Inventory as of OS. 1 L16) 

Type of Firearms 

Number 

.40 cal. semiautomatic pistols 

267 

MP-5s 

83* 

UMP 

85 

.357 cal. Revolvers 

4 

.38 cal. Revolvers 

2 

12-gauge shotguns 

92 

Miscellaneous weapons maintained for training 
purposes 

104 

Total 

637 


*We plan to excess these weapons in accordance with General Service Administration regulations in FY 16. 


57. Please update the table from the fiscal year 2016 QFRs showing the allocation of OIG’s 
resources and the percent of each that went towards investigations and audits of each USDA 
agency for fiscal year 2010 through 2015. 

Response: The information requested is as follows: 
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Total (»C 

Dollars, in [ OHiSt^ 
ThotmatHb • Years 

iinewjsrtiw j 
DaUmsia 

r^OlG 

DaHarsper 
*Saity 

Percentage 
of OW Staff 

Inveuigatum Years per 

Stiff Yeius Aeency 

KMA 

$3,300 

22 

$2,400 

3% 

16 

3% 

FSA 

7,500 

51 

4,400 

5 

29 

5 

FAS 

700 

5 

500 

1 

3 

0 

FNS-SNAP 

22,700 

151 

20,700 

23 

137 

23 

FNCS- 

OTHER 

8,400 

57 

6,000 

7 

39 

6 

AMS 

2,100 

15 

700 

1 

5 

1 

APHIS 

3,600 

25 

2,100 

2 

14 

2 

GIPSA 

200 

2 

200 

0 

2 

0 

FSIS 

4,700 

32 

2,400 

3 

16 

3 

ARS 

600 

4 

300 

0 

2 

0 

NIFA 

120 

1 

100 

0 

1 

0 

RD 

1,500 

to 

0 

0 

0 

0 

NASS 

20 

0 

20 

0 

0 

0 

RBS 

1,500 

10 

300 

0 

2 

0 

RHS 

5,900 

41 

1,800 

2 

12 

2 

RUS 

1,100 

8 

200 

0 

1 

0 

FS 

6,900 

49 

1,300 

1 

8 

1 

NRCS 

3,600 

25 

700 

1 

4 

1 

CR 

400 

3 

0 

0 

0 

0 

OO 

20 

0 

20 

0 

0 

0 

OCFO 


5 

0 

0 

0 


cx;io 


6 

0 




OGC 

30 

0 

30 

0 



OIG 

(internal) 

6,800 

48 

600 

1 

4 

2 

OHCM 

10 

0 

0 




Multi- 

Agency 

5,009 

36 

4 

1 

1 

0 

OCRE 

200 

1 

200 


1 


SEC 

130 

i 

130 


1 


Tiital 

-mtm 




298 

4<»% 







678 


40 


I'’Y2012AudH 



1 

OIG Huff 
Years 

jMSt 

BaHarsm 

Pavean^e 

ofOIG 

BaOmrsper 

Agency 

y^an 

m 

RMA 

$2,986 

19 

$992 

1% 

7 

1% 

FSA 


38 

1,666 

2 

11 

2 

FAS 

1,177 

g 

725 




FNS-SNAP 


164 

3,699 

4 

25 

5 

FNCS- 

OTHER 


25 

IMH 

1 

7 

1 

AMS 

1,599 



1 

7 

1 

APHIS 

2,689 

17 

1,419 

2 

9 

2 

GIPSA 

369 

2 



0 

0 

FSIS 

4,622 

29 

2,318 

3 

15 

3 

ARS 

677 

4 

457 

1 

3 

1 


34 


2 

0 

0 

0 





0 

0 

0 






0 

0 

RD 

1,351 

9 

1,351 

2 

9 

2 

RBS 

1,897 

12 

1,136 

1 

8 

1 


4,476 

29 


3 

15 

3 

RUS 

2,716 

18 

2,304 

3 

15 

3 

FS 

5,661 

37 


5 

29 

5 



17 

2,295 

3 


3 

CR 

258 

2 

258 

0 

2 

0 

00 

2 

0 

0 


0 

0 

OCFO 

1,039 

7 




■■■■I 

OCIO 

219 

1 

197 

0 

1 

0 

OHCM 

14 

0 

11 




OIG 

(internal) 

6,269 

41 

5,690 

7 

38 

7 

Multi- 

Agency 

6,196 

41 

6,099 

7 

40 

8 

OGC 

1,116 

7 

1,116 

1 

7 

1 

OCRE 

72 

0 

0 

0 

0 

0 

DM 

320 

3 

320 

0 

2 

0 

OMS 

93 

1 

93 

0 

1 

0 

SEC 

608 

4 

0 

0 

0 

n 

Tout 

S8S,S73 

.m. 



278 

51% 
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^ 2012 Investisatio ns 


■"3 

OtC Staff 
Years 





RMA 

$2,986 

19 

$1,993 

2% 

12 

2% 

FSA 

6,016 

38 

4,349 

5 

27 

5 

FAS 

1,177 

8 

451 

1 

3 

1 

FNS-SNAP 

26,546 

164 

22,847 

27 

140 

26 

FNCS- 

OTHER 

3,955 

25 

2,826 

3 

17 

3 

AMS 

1,599 

10 

569 

1 

3 

1 

APHIS 

2,689 

17 

1,271 

1 

8 

1 

GIPSA 

369 

2 

369 

0 

2 

0 

FSIS 

4,622 

29 

2,304 

3 

14 

3 

ARS 

677 

4 

219 

0 

1 

0 

NIFA 

34 

0 

33 

0 

0 

0 

ERS 

10 

0 

10 

0 

0 

0 

NASS 

20 

0 

20 

0 

0 

0 

RD 

1,351 

9 

0 

0 

0 

0 

RBS 

1,897 

12 

761 

1 

5 

1 

RHS 

4.476 

29 

2,202 

3 

13 

2 

RUS 

2,716 

18 

412 

0 

3 

1 

FS 

5,661 

37 

1,333 

2 

8 

1 

NRCS 

2,566 

17 

271 

0 

2 

0 

CR 

258 

2 

0 

0 

0 

0 

00 

2 

0 

3 

0 
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Questions Submitted by Congressman Kevin Yoder 
MARC Center 

Last year, this committee asked that you look into the allegations of animal mistreatment made in 
the New York Times article about the MARC center in Clay Center, Nebraska. It has now been 
more than a full year since that article was released. I understand that you released a portion of 
the findings a couple of months ago. 

58. Can you inform this committee about what you have found so far? 

Response: In our audit of ARS’ U.S. Meat Animal Research Center (MARC), we are 
reviewing the research practices and operations of the facility to evaluate the concerns 
expressed by Congress and reported by the media regarding animal welfare. We are also 
examining ARS’ oversight and monitoring of MARC, as it relates to animal welfare. 

In September 2015, we issued an interim report, 02007-0001-31 (1), to update Congressional 
requesters on our progress and initial observations on work completed to date. Based on our 
review of The New York Times article and subsequent documentation obtained from ARS 
personnel, we identified 33 statements from the article to evaluate and attempt to determine 
their veracity. In the report, we provided a brief discussion of the current status of our 
evaluation for each of the 33 statements. The interim report did not provide findings or 
conclusions. We are currently finishing our fieldwork and drafting the report, which will 
provide conclusions that are responsive to the audit’s objectives. 

59. Additionally, can you please speak to the status of the FINAL report on the MARC center 
and when you expect us to be able to see it? 

Response: We plan to issue the final report by June 2016. 


OIG Resources and Training 

60. Can you describe for us the background and training of your staff, particularly on the 
investigative side? Can you elaborate on what new initiatives they want to undertake and 
need resources for? 

Response: Staff positions within OIG involve training requirements (both recurring and 
nonrecurring) focused on the maintenance of professional certifications, general professional 
development, and continuing professional education. There is also some mandatory training 
for all OIG employees covering a wide range of subject areas. General professional 
development training opportunities are based on job related criteria such as competencies and 
agency needs. For example, OIG support staff of the Office of Management complete a 
yearly Individual Development Plan (IDP), which includes specific external training based 
on mission requirements and individual professional development. 
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A wide range of professional certifications are maintained through training, which is 
supported by OIG. For example, staff that are hired in the warranted acquisition job series, 
and hold a Contracting Officer warrant above the micro purchase threshold ($3500), are 
required to complete 80 Continuous Learning Points (CLPs) of skilled training every two 
years. OIG staff identified as Contracting Officer’s Representatives (CORs) are required to 
earn 40 CLPs every two years. In addition, the OIG CIO is now required by the Federal 
Information Technology Acquisition Reform Act (FITARA) to attain the Federal Acquisition 
Certification for Program and Project Managers (FAC-P/PM) at the “mid-level,” which 
requires certain training. Some of our other mission critical occupations (i.e.. Auditors (GS- 
511s) and Investigators (GS-1811s) are required to complete 80 hours of continuing 
professional education every two years. Auditors are required to have this level of training to 
meet Government Auditing Standards. 

With respect to Investigations, OIG special agents attend training mandated by the U.S. 
Attorney General. This includes completion of the Criminal Investigator Training Program 
(CITP) at the Federal Law Enforcement Training Center (FLETC) or another equivalent 
program. This training course requires special agents to obtain proficiency in, among other 
subjects, tactical training, firearms, surveillance, criminal case management, physical 
techniques, vehicle handling skills, physical evidence, the trial process, interviewing 
techniques and policy, and legal training, including the law of arrest, search, and seizure. See 
Attorney General Guidelines for Offices of Inspector General with Statutory Law 
Enforcement Authority (Dec. 8, 2003). Once this training has been completed, a variety of 
other training courses which are in accordance with the CIGIE Quality Standards for 
Investigations are attended by the special agents. See CIGIE Quality Standards for 
Investigations (Nov. 15, 2011). Examples of mandatory core training programs include, but 
are not limited to, the Inspector General Investigator Training Program, Firearms Training 
(including qualification each quarter). Law Enforcement Control Tactics, Use of Force, and 
periodic legal refresher training. Additionally, special agents who are assigned certain 
collateral duties as an instructor are required to complete periodic training to maintain 
proficiency (and in some instances certification) in their respective areas of expertise and 
responsibility. 


New Initiatives 

OIG’s Office of Investigations has a number of ongoing investigations involving the crop 
insurance program and other farm-related programs. Increasing our investigative focus on 
farm programs continues to be a priority for FY 201 6 and beyond. The Office of 
Investigations has also developed specialized farm program training for OIG employees. This 
training was offered in FY15 and a second class is scheduled in FY 2016. This specialized 
training focuses on the latest information with respect to the numerous and often complicated 
fraud schemes associated with USDA farm programs. The training also highlights new 
technology that can be used to assist in investigating crop insurance fraud, and incorporates 
data analytics methods and products, as a tool to help fight fraud. 

As noted previously, OIG has seen an increase in the number of investigations involving the 
alleged misuse of USDA information technology systems. The referrals received from OCIO 
have identified potential child pornography. As a result, OIG’s Office of Investigations held 
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a mandatory webinar for all criminal investigators to ensure a consistent approach to the 
handling of the evidentiary materials in these investigations. In addition, in April 2016 we 
will be sending three of our computer forensic examiners and a special agent to the 2016 
National Law Enforcement Training and Exploitation national training hosted jointly by the 
Internet Crimes Against Children Task Forces and the National Center for Missing and 
Exploited Children. As with any type of investigation, it is imperative that agents are trained 
with the most up-to-date investigative techniques available to address the increase in the 
number of these cases referred to OIG. We anticipate a need for additional specialized 
training for our special agents as we continue to see a surge in these types of cases. 

Additionally, faced with numerous potential retirements, there is a recognized need within 
OIG to maintain a highly skilled and talented workforce to replenish the loss in organizational 
knowledge and program expertise. A review of our current staffing has identified that the 
Office of Investigations currently has 28 managers of which 1 8 will either be eligible or 
mandatory to retire between now and 2018. Therefore the Office of Investigations will be 
working to develop a succession plan, to include developmental leadership training, to ensure 
our continued ability to meet OIG’s mission. 


Error Rates in School Lunch Program 

61. What are you finding about the steps FNS is taking to lower these error rates? Are they 
continuing to make progress? Why does the study completed last year find similar error rates 
compared to the study from 6 years ago? Are there penalties or fines for those found to be 
engaging in fraudulent activities? 

Response: In April 2015, we issued a report that evaluated FNS’ methods to lower NSLP’s 
and SBP’s error rates for school year 2012-2013. We found that FNS, States, and School 
Food Authorities (SFAs) initiated improvements, such as equipment purchases and cafeteria 
improvements. Our review also found that meal claims were supported and accurately 
reimbursed. However, we found that, as a result of the annual verification process, SFAs 
reduced or eliminated benefits for 107,974 of the 199,464 sampled households because 
household income was unsupported or excessive. We estimated that FNS may have spent 
nearly $12.5 million on lunches for students who later had benefits reduced or denied after 
being selected for verification. Further, 20 of our 61 sampled SFAs mismanaged and misused 
Non-profit School Food Service Funds intended to be used for operating and improving the 
school food service. 

FNS appears to be making some progress with lowering the error rate in the NSLP. The 
study published in May 2015 found that the NSLP error rate was 15.8 percent, a slight 
decrease from the roughly 16.3 percent published in the November 2007 study. These error 
rates include certification errors (when a child is placed in the wrong meal reimbursement 
category) and non-certification errors (meal claim errors either because of food components 
or meal tallies). When comparing the 2007 study to the 2015 study, it appears that NSLP and 
SBP certification errors increased, while the non-certification errors decreased. To reduce 
certification errors, FNS stated that it will implement several actions, including expanding 
the State’s use of direct certification. 
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Finally, please note that the improper payments reported for NSLP include both 
underpayments and overpayments, and not all improper payments represent fraud. The 
errors could include unintentional miscounting of meals by a cafeteria worker or 
unintentional misreporting by a recipient. However, in those cases where intent to defraud 
NSLP is found, there are penalties. Specifically, Federal statute and regulations provide 
penalties for those who embezzle, willfully misapply, sfeal, or obtain by fraud any funds, 
assets, or property under NSLP. These penalties range up to fines of $5,000 and 
imprisonment up to 5 years. 42 U.S.C. § 1779; 7 C.F.R, § 210.26. 

Under Secretary for Trade 

62. Given the importance of trade to my constituency, the national economy, as well as the 
current administration (TPP), can you please provide the subcommittee with an update on the 
progress the agency has made in creating the positon for an Undersecretary for Trade within 
USDA? 

Response: We have not performed work in this area. However, we are aware that USDA 
officials are continuing to study whether USDA should establish a separate and new function 
for trade and how and when it might be accomplished. 


Questions Submitted by Congressman David Young 
Profile of OIG Recommendations 

63. How many USDA OIG recommendations are outstanding and unimplemented? 

Response: OCFO’s monthly report, dated February 29, 2016, states that there are 367 
unimplemented recommendations (without final action) and 42 outstanding 
recommendations (without management decision). We recently initiated an audit to review 
Departmental oversight of final action on OIG audit recommendations. Specifically, our 
objectives will be to determine if (1) Departmental controls over the final action on OIG’s 
audit recommendations are adequate, and (2) Departmental resources provided to achieve 
final action are sufficient. 

64. Over the past year, has the USDA impeded any of your audits, inspections and or 
investigations? 

No. We take a proactive approach toward building and maintaining working relationships 
with USDA agencies. As part of that effort, designated agency representatives are briefed on 
the requirement that they provide access to records and personnel as requested by OIG. 

65. Are there specific programs that experience more fraud, waste, or abuse than others? 

Response: USDA has identified 20 programs as being susceptible to significant improper 
payments (high-risk). These programs are funded through 7 component agencies - FNS, FS, 
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NRCS, RMA, RD, FSA, and CCC. USDA reported in FY 2014 that the 20 high-risk 
programs collectively made approximately $6.9 billion in improper payments, which is a 
5.53 percent improper payment rate. For FY 2014, USDA was not compliant with IPERA 
for the fourth consecutive year, in part because 6 of USDA’s 20 high-risk programs missed 
their reduction target by an average of 6.17 percent, ranging from 0.27 percent to 18.40 
percent. If these programs had met their reduction targets, the reporting of $508 million in 
improper payments could have been avoided. 

Like other Federal departments, USDA faces challenges in overseeing its many agencies and 
programs. USDA program managers oversee more than 300 programs with $144 billion in 
annual spending. 

Our audits illustrate that USDA can do much more to ensure that taxpayer dollars are 
effectively used to deliver its programs. For example, our MIDAS report found that the IT 
system was 2 years overdue and approximately $140 million over budget.^ As of April 1, 
2015, FSA had obligated over $444 million to this project and retired only 1 of the 66 
applications that MIDAS was intended to replace. In effect, USDA had spent nearly half a 
billion dollars with little in the way of deliverables. By 2022, the program was projected to 
have a total cost of nearly $824 million. In response to these issues, the Secretary of 
Agriculture stopped MIDAS, and redefined its scope. FSA agreed with our audit 
recommendations and is taking steps to implement corrective actions. 

During our review of the Rainfall and Vegetation Index Pilot Program, we also found that 
RMA needs to better design insurance programs indemnifying farmers. Our review found 
that the agency insures irrigated forage producers as if a reduction in rainfall affects their 
yields to the same extent as non-irrigated forage producers. However, irrigated yields are not 
nearly as dependent on rainfall as non-irrigated yields and, thus, do not incur the same level 
of loss. We questioned $142 million paid to producers in 7 States with an intended use of 
haying during crop years 2010 through 2013. For the 2016 crop year, RMA plans to 
incorporate separate pricing methodologies for irrigated and non-irrigated hay."* 

Our audits also found USDA has been challenged when designing, developing, and 
implementing programs that reliably achieve their intended results. OIG has sometimes 
found that agencies focus on providing payments with little certainty that the funds provided 
are used to accomplish the program’s goals. For example, we found that USDA’s programs 
for supporting beginning farmers — programs that are funded through several different 
agencies, including FSA, the National Institute of Food and Agriculture (NIFA), NRCS, 
OAO, RD, and RMA — could benefit from a thorough revision of how these results are 
reported and better oversight of funds intended to encourage new farmers.^ These programs 
lacked sufficient performance goals, direction, coordination, and monitoring to ensure 
success. In FYs 2012 and 2013, USDA spent $3.9 billion in assistance for beginning farmers. 


^ Review of the Farm Service Agency 's Initiative to Modernize and Innovate the Delivery of Agricultural Systems 
(MIDAS), Audit Report 03501-0001-12. 

^ RMA: Rainfall and Vegetation Index Pilot Program - Pasture, Rangeland, Forage, 50601-0003-31, April 16, 
2015. 

^ USDA Beginning Farmer and Ranchers Programs, Report Number 50601 -0003-3 1 . 
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but had not developed an integrated and coordinated strategy to ensure that this assistance 
was helping new farmers establish and sustain new farming operations and that the $3.9 
billion of beginning farmers’ assistance in FYs 2012 and 2013 achieved effective and 
measurable outcomes. Management decision was reached on all seven recommendations. 

The majority of direct investigative time in FY 2015 was spent on SNAP, particularly 
trafficking investigations where program benefits are exchanged illegally for cash and 
ineligible, non-food items. OIG has worked extensively to investigate fraudulent schemes in 
other Food and Nutrition Service programs, including WIC and the Child and Adult Care 
Feeding Program (CACFP). Fraud involving farm programs, including programs 
administered by FSA and RMA, has also been an area of significant focus for OIG. OIG 
focused its resources on these agencies in part because: (1) together, they account for a 
significant portion of USDA’s budget and (2) with the resources currently available to us, we 
can build strong cases against businesses and individuals that prosecutors are able to 
successfully bring to justice. 

66. What tools do you have or need from Congress to ensure compliance with your office’s 
recommendations? 

Response: OIG provides recommendations to address conditions that warrant correction or 
improvement based on audit findings. Agency management officials are responsible for 
receiving and analyzing audit reports, providing timely responses to the audit organization, 
and taking corrective action where appropriate. Agency management officials may or may 
not agree with the audit findings and/or recommendations. An agreement between OIG and 
Agency management is reached during the management decision process. Once management 
decision is reached for each recommendation in the audit, the audit is considered resolved. 

An audit remains open until all corrective actions for each recommendation are completed, 
called final action. As agencies complete plaimed corrective actions and submit closure 
documentation to OCFO, OCFO reviews them for sufficiency and determines if final action 
is completed. Final action should be completed within 12 months of management decision. 
Audits without final action are reported in OlG’s Semiannual Report to Congress. In 
addition, audits that have not reached final action within 1 year of management decision are 
listed in the Department’s annual Agency Financial Report, categorized by agency and by the 
reason why final action has not occurred. 

OIG has recently initiated an audit of Departmental oversight of final action on OIG audit 
recommendations. Specifically, our objectives will be to determine whether (1) 

Departmental controls over the final action on OIG’s audit recommendations are adequate, 
and (2) Departmental resources provided to achieve final action are sufficient. Our current 
review could result in reconunendations to strengthen the process for reaching final action on 
OIG’s audit recommendations. Our last report on this process was issued in July 1999.^ 
OCFO agreed with our findings and recommendations that agency actions on our audit 
recommendations needed to be more effective and timely. 


^ OCFO Review of the Department ’s Final Action Process, 50801-000 1 -HQ, July 9, lk999. 
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Review of USDA Regulatory Process 

67. With the onslaught of regulations released throughout the federal govenunent, has the USDA 
OIG ever conducted a review of USDA’s regulatory process? If so, what were the results? 

Response: OIG has not conducted a review specifically looking at USDA’s regulatory 
process. The regulatory process is not an area where we would typically plan to perform 
work. Most likely, if we were to do work, it would be in response to specific questions or 
concerns that were raised to OIG. In developing our audit plan, we strive to focus our 
resources on areas of critical risk and activities with a high impact that align with OlG’s 
strategic goals. These goals are to: (1) strengthen USDA’s ability to implement and 
improve safety and security measures to protect the public health as well as agricultural 
and Departmental resources, (2) reduce program vulnerability and strengthen program 
integrity in the delivery of program assistance, and (3) provide USDA with oversight to 
help it achieve results-oriented performance. If a situation arose relative to USDA’s 
regulatory process that identified a risk for the Department, we would consider how to 
address this risk. 


Transparency of OIG Process and Determinations 

Assistant IG Coffey stated that “in the course of the investigations, there are times that we are 
utilizing information we obtained through grand jury and other judicial processes which we 
cannot release publicly, so as a result, we - the reports are available - you can FOIA them, and if 
the reported investigation is closed, and it would be potentially released - redacted - we also do 
also highlight our good casework in the SARC - the Semi Annual Report to Congress - and 
additionally we do, there are certain investigations which we are required to make public such as 
our wild land fire fatality investigations. We are required to post the findings from those 
investigative results publicly. And we do turn that information over, if there’s something we 
identify that’s a systemic issue - we’ll share that information with our counterparts and audit - if 
it’s something they need to be looking at tuid perhaps they want to pursue from an audit 
perspective. Additionally, we would share our information, our reports from investigations do 
go to department officials, so if there’s something that we find that needs to be addressed the 
department officials are receiving that information as well.” 

Congress has authorized the Office of Inspectors General to combat waste, fraud, and abuse. 

This is done through audits, investigations, and evaluations of federal departments and agencies. 
Any lack of transparency undermines this charge. Thus, it is troubling to hear from the USDA 
OIG certain investigations are not made public. 

68. Moreover, how can the public be reasonably expected to submit a FOIA request on a report 
or investigation if they are unaware it even exists because the details of a report or 
investigation are withheld? 

Response: Extensive and detailed information on OIG investigations becomes available to 
the public via actions taken by OIG and the prosecutorial offices which are involved in our 
investigations, and as a result of established processes as cases move through the judicial 
system. OIG supports transparency to the greatest extent possible within the legal 
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requirements of the Privacy Act and the Freedom of Information Act, including provisions 
protecting certain privacy interests of individuals. The following are some of the sources that 
provide the public with information on investigations conducted by OIG, including United 
States Attorney’s Offices (USAOs), Federal and State courts, and OIG-specific publications 
and sources. 

Official information on OIG investigations is generally publicly released by the prosecutorial 
entity (in most cases a USAO) and/or judicial proceedings at each major stage of the judicial 
process arrest, indictment, pleas and settlements, convictions, and sentencings. USAOs 
generally release information to the public and media at those stages of an OIG case, and 
detailed documents supporting indictments are frequently released. All of this information 
produced and released by USAOs and the relevant court is available online for the public and 
media to access. The Subcommittee has noted OIG’s past efforts to provide information on 
major case developments, as the cases move through the stages mentioned above. Of 
course, to protect the integrity and successful prosecution of Federal investigations conducted 
by OIG and other LEOs, USAOs — not OIGs — are responsible for determining what 
information can be released before convictions are obtained and cases are officially closed. 
Depending on the status of a case, additional information on OIG investigations can be 
provided via briefings with Members of our appropriation and authorizing committees. 

Beyond the substantive and continuous official information and details on OIG cases released 
by USAOs and court dockets, OIG regularly produces and posts information on our 
investigative activity that is available to the public. 

OIG publicly issues Semiannual Reports to Congress (SARCs) that describe noteworthy 
investigative activities for each six-month period, and provide a wealth of detailed statistics 
on our investigative expenditures, results, and number of cases worked related to USDA 
agencies and other specific reporting categories requested by Congress. SARCs inform 
Congress and any interested citizen about “how, where, and to what result” OIG is directing 
its investigative energies and resources. OIG also regularly posts Investigation Bulletins that 
describe recent developments in our cases, and these bulletins are available to the public and 
media via OIG’s website. OIG’s Strategic Plan and supporting Annual Plans inform the 
Congress and public about the priorities and major objectives of our Office of 
Investigations.’ The combined actions of OIG, prosecutorial offices, and court issuances 
provide substantial information on OIG’s cases to the public. 

69. How many ongoing investigations are being conducted privately? 

Response: Assuming that ‘privately’ means ongoing, nonpublic investigations, as of March 
18, 2016, OIG had 1,749 open investigations at various stages in the investigative process. 


70. In the past fiscal year, how many reports were administratively closed without being released 
publicly? 


^ These documents are available to the public on the home page of OIG’s website, https://www.usda.gov/oig/. 
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Response: We closed 288 investigations in FY 2015. Investigative reports are generally not 
released publicly by OIG outside the FOIA process,* as discussed in the next answer. 

71. Who determined these reports could not he released publicly and what criteria was used to 
make this determination? 

Response: It has been a longstanding policy for OIG and Federal law enforcement agencies 
that investigation reports are not systematically released. This policy is based on a number of 
important factors. Foremost among them is the fact that investigative records contain 
extensive amounts of information that are prohibited from release pursuant to existing 
Federal law. In contrast to audit reports, investigative reports and records contain significant 
amounts of Privacy Act and law enforcement-sensitive information that Congress has 
statutorily protected from release. The Privacy Act and FOIA statutes address Federal law 
enforcement agencies’ protection of the identity of many individuals named in investigative 
records. OIGs are also sensitive to protecting whistleblowers to the greatest extent possible, 
if they are named or described in investigative records, FOIA also addresses the release of 
information describing investigative techniques used by Federal law enforcement agencies. 

In addition to the statutory requirements regarding investigation-produced records, it should 
be noted that a significant increase in legal and Investigations’ staff resources would be 
needed to process and release hundreds of investigative records each year. The resources 
provided by the Subcommittee and the time of OIG agents, legal staff, and Investigations 
officials would be diverted from effectively attending to hundreds of active and new 
investigations — which is a critical responsibility for OIG, and a priority for our appropriating 
and authorizing committees. 

72. If these investigations are not made public, how would it be possible to FOIA these 
investigations? 

Response: Our answer to Question #68 discusses how systematic and recurring information 
about OIG investigations is available to the public, subject to determinations of the 
prosecutorial office handling the case, as the cases move through the judicial system. In FY 
2015, out of 115 FOIA requests received by OIG, 76 involved requests for investigative 
records. 

73. Are investigations that are closed administratively included in the report to Congress? 

Response: In addition to the SARCs, OIG is reporting additional detailed investigations 
information to our appropriating, authorizing, and oversight committees on a semiannual 
timeline. OIG provides more detailed summary information to the committees about criminal 
and administrative investigations that occurred in the reporting period, including negative 
results for cases in which allegations were not substantiated. This OIG Congressional report 
also provides recurring comments about USDA responsiveness to OIG on investigative and 
audit matters. 


® Exceptions would be a statutorily required OIG investigation report into wildfire bumover fatalities 

(7 U.S.C. § 2270(b)), and investigation reports frequently requested pursuant to FOIA (5 U.S.C. § 552(a)(2XD)). 
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RUS Broadband Loan Program 

74. What percentage of the overall funds distributed through the RUS Broadband Loan Program 
has been used to bring broadband to households where it did not previously exist (instead of 
being used to overbuild existing private broadband providers)? 

Response: For the Farm Bill Broadband Program, RUS regulations require that at least 1 5 
percent of the households in the proposed funded service area be unserved, meaning that they 
are not offered broadband service. However, if a current broadband borrower applies to 
upgrade existing facilities in its existing service area, the upgraded area is exempt from the 
requirement concerning the number of unserved households. 

RUS officials informed us that for the past two years there have been no Farm Bill 
Broadband loans made, as the new requirements from the 2014 Farm Bill were incorporated 
into the revised regulation, which is an Interim Final Rule now. For the Community Connect 
Program Broadband Grants program, $24.7 million have been awarded and all these funds 
were for unserved areas, as this is a requirement of the program. 

75. USDA OIG has previously expressed concern over “patterns and practices” at the RUS with 
regard to overbuilding private broadband networks, which has ultimately kept the agency’s 
unserved mission from being met. Has the OIG seen improvements on this since RUS 
updated its rules? If so, does this mean that a significant percentage of the funds loaned out 
are now being used to deploy broadband to areas it wasn’t previously available? 

Response: We have not audited the RUS broadband programs since the update of the 
broadband rules in 2015. However, our August 2013 audit report had recommended that 
RUS capture and report performance data that directly measure the impact of each award on 
the expansion of broadband service in underserved and unserved rural areas. We cannot 
conclude whether or not RUS has begun to deploy a significant portion of its broadband 
funds to areas where it was not previously available. However, given that RUS stated that no 
Farm Bill broadband loans have been made for the last two years, there would be no 
broadband loans which could be reviewed to determine if RUS has started to target unserved 
areas. All broadband funds awarded under the Community Cormect Grants Program are 
required to go to unserved areas. 


Questions Submitted by Congresswoman Rosa DeLauro 
Crop Insurance 

In your written testimony, you mentioned the integrity of federal safety net programs, and 
specifically call out SNAP. It is my understanding that there are serious disagreements on the 
part of the Food and Nutrition Service with the report you all did on SNAP, and I will raise those 
at the FNS hearing. I think that it is important for us to understand the issue of SNAP errors and 
fraud in the broader context of other programs under USDA’s jurisdiction. I understand that OIG 
has completed several significant fraud investigations in USDA’s farm programs. 
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76. Can you tell me how many convictions connected with defrauding the Federal Crop 
Insurance Program (FCIP) have occurred over the last decade? 

Response: Prosecutions based on OIG investigations that were opened specifically to 
investigate crop insurance fraud have led to 90 convictions from FY 2006 through March 
2016. These investigations have resulted in approximately $139.8 million in monetary 
results. However, these figures do not represent all the work we have done involving Federal 
crop insurance fraud in this time period. Because producers frequently obtain loans or other 
assistance through programs administered by FSA, as well as participate in the Federal Crop 
Insurance Program (FCIP), some of our investigations initiated on the basis of allegations of 
FSA fraud can also uncover crop insurance violations during the course of our investigative 
work. Since FY 2006 and continuing through March 2016, prosecutions based on OIG 
investigations opened to investigate FSA fraud have led to 335 convictions and 
approximately $221.1 million in monetary results. 

77. Annually, how much does FCIP fraud cost taxpayers? 

Response: The data collected through our investigative work look at a particular producer or 
farming entity as opposed to assessing the overall program. Therefore, we cannot provide an 
exact dollar amount of the cost of fraud within the FCIP to taxpayers. However, the amount 
of monetary results from our investigative work is generally indicative of the amount of 
money that subjects of our investigations attempted to defraud from the FCIP. As noted 
above, over the last 10 years through March 2016, our investigative work involving both 
RMA and FSA programs totaled $360.9 million. RMA has not developed a rate to indicate 
the level of fraud in this program. 

78. What is the FCIP fraud rate for 20 1 5 and how does it compare to previous years? 

Response: OIG’s Office of Audit cannot speak to a fraud rate. We are aware, however, that 
in 2015, RMA performed a limited review and reported a 2.2 percent improper payment error 
rate. Note that the improper payment error rate is not synonymous with a fraud rate. The 
following chart shows results for our RMA investigations from FY 2006 through March 
2016. Generally, we have seen an increase in our investigative results. However, it is 
important to note that the period of time to obtain court action varies widely; therefore, 
investigative work conducted during one or more fiscal years often results in indictments, 
convictions, and monetary results during subsequent fiscal years. 

OIG Investigative Results in RMA Cases 


Fiscal Year 

Convictions 

Monetary 
Results 
(in millions) 

FCIP Total 
Government 
Costs 
(in millions)* 

Fvze06 
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FY 2(1(17 



.‘13,941 
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FY 2009 
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Total 

90 

$139.8 



♦Costs provided are the approximate government costs for the ?'CIP, retrieved from the RMA 
website httD://www.rma.usda.gov/abQutrma/budeet/!4costtablet.Ddf 
♦•This figure is RMA’s estimate. 

How does it compare to the SNAP program fraud rate? 

Response: As noted above, OIG cannot provide a fraud rate for a particuiar program. The 
following table shows our results from SNAP investigations from FY 2006 through March 2016. 

OIG Investigative Results in SNAP Cases 


Fiscal Year Convictions Monetary SNAP Total 

Results Federal Costs (in 
(in millions) millions)* 


FYzeos 
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110 

S26.5 

$33,173 
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FV2012 

,««*342 

»7.7 


FY 2013 
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$79,872 

FY20M 

M4 

. S77.7 

ST4.181 

FY2015 

583 

S122.7 

$73,982 

Ffms 


S30.7 

HdIM* 

Total 

2,945 

S519.9 



*Costs provided are the approximate Federal costs for SNAP, retrieved from the FNS website 
httn://wvvw.fns.u.sda.eov/site!ydefaulPfiles/Dd/SNAPsummarv.Ddf . Additionany, States share in the 
administrative costs for SNAP, and the amount paid by states may not match Federal costs. 

79. And what recommendations have the Office of the Inspector General made to address crop 
insurance fraud? 

Response: OIG’s Office of Audit makes recommendations to strengthen internal controls to 
mitigate waste and abuse in the program, which could also address the potential for fraud. 

For example, in the RMA; Rainfall and Vegetation Index Pilot Program - Pasture, 
Rangeland, Forage (PRF) report (Report 05601-0003-31, issued April 16, 2015), we 
recommended that RMA develop an alternative payment methodology to correct the 
substantial difference in production due to irrigation practices. In the case of PRF, there was 
one combined yield for both irrigated and non-irrigated acreage, which resulted in 
substantially increased acreage coverage by insured producers signing up lands which were 
basically non-irrigated. RMA agreed with our recommendation and plans to incorporate a 
separate pricing methodology for irrigated and non-irrigated hay in 2016. 
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Female Farmers 

It was well established statistically that USDA discriminates against women farmers, and that the 
claims review process reflects that fact. The claims review process for women and Hispanics 
farmers poses many more obstacles, requires more proof, and results in far fewer monetary 
awards than USDA provides to other farmers. For example, women and Hispanic farmers who 
tried to apply for loans but could not do so for discriminatory reasons were required to provide 
sworn witness statements and original documentation from decades ago, but other farmers in the 
same position were not. The USDA’s Minority Farm Advisory Committee has recognized these 
disparities, but the USDA has done nothing to alleviate the differences. 

80. Has your office looked into these claims? 

Response; OIG has conducted audits of the In re Black Farmers Discriminations Litigation 
(BFDL) settlement^ and the Hispanic and Women Farmers and Ranchers (HWFR) Claim 
Resolution Process. 

For BFDL, the settlement agreement’s terms were negotiated for almost 2 years by Class 
Counsel, which represented the class, and the Department of Justice (DOJ), which 
represented USDA. According to the Court, the settlement agreement was developed to 
balance the need for an aecurate determination of elaims against the practical reality that 
most class members would probably not be able to meet the stringent evidentiary standards 
required in traditional litigation to prove their elaims. The settlement agreement also 
explains the requirements for obtaining a elaim determination. Claimants had to choose one 
of two different tracks to file a claim: Track A or Track B. Track A claims required a 
substantial evidence standard of proof, and awarded successful claimants a payment of up to 
$62,500 for credit claims and/or up to $3,750 for non-credit claims. However, all Track A 
awards may be proportionally reduced based on the total number of approved claims. In 
addition, Track A claimants may also receive reductions of outstanding debt owed to 
USDA’s Farm Service Agency (FSA). Track B filers had to meet a higher standard of proof 
(preponderance of the evidence). If this higher standard of proof is met, successful claimants 
will receive the amount of their actual damages, up to $250,000. Attorney fees, in addition to 
the award payment, will be paid for approved elaimants under both tracks as part of the 
settlement. 

For HWFR, USDA, in conjunction with DOJ, established a voluntary administrative claims 
process (“The Framework”) to resolve discrimination allegations by eligible Hispanic and 
women farmers and ranchers. The Framework sets forth the criteria designed to ensure that 
funds were paid only to eligible claimants who met the burden of proof. The Framework 
provided claimants with the option to eleet one of three tiers, each with different 
requirements and potential payments. Claimants who elected tier 1 a asserted that they had 
applied, or attempted to apply, for a loan. Sueeessful tier la claimants that met the substantial 
evidence requirement were eligible for up to a $50,000 cash award, tax relief on that award, 
and debt and debt tax relief from USDA on eligible farm loans. Claimants who applied for a 


’/« re Black Farmers Discrimination Litigation, 50601-0001-21, December 4, 2013 and In re Black Farmers 
Discrimination Litigation - Adjudicated Claims, 50601-0003-21, September 9, 2015. 
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loan could elect to proceed under tier 1 b instead of tier 1 a, which provided payments of up to 
$250,000 for proven actual damages, plus debt relief from USDA on eligible farm loans. 

This election was available to claimants who submitted documentary evidence admissible 
under the Federal Rules of Evidence, and proved the claim by a preponderance of evidence. 
However, tier la and tier lb claims as a group were subject to an aggregate cash award dollar 
cap which, if exceeded, would reduce a sueeessfiil individual claimant’s award on a pro rata 
basis, so as not to exceed the dollar cap. Finally, those who had applied for a loan could elect 
to submit a claim under tier 2 which was not subject to the aggregate dollar cap. Successful 
tier 2 claimants who provided certain documentation that met the substantial evidence 
standard were eligible for a $50,000 cash award, tax relief on that award, and debt and debt 
tax relief from USDA on eligible farm loans. Unsuccessful tier 2 claims were automatically 
reviewed to determine whether they met evidentiary standards for a tier la award. 

The objective of the HWFR audit was to determine if the claims review process was 
adequate and functioning as prescribed, and to ensure that funds were distributed only to 
eligible applicants. We also determined if the contract was administered correctly. 

We issued our report on the HWFR on March 31, 2016.*** Overall, we concluded that the 
contractor executed a strong process to ensure that funds were paid to eligible Hispanic and 
women farmers. Our tests did identify minor errors in the processing and adjudication of 
claims, but those errors did not materially affect the process. We concluded that claimants 
who received an award were likely eligible. However, we determined that USDA’s 
Procurement Operations Division, within the Office of Procurement and Property 
Management, needed stronger management controls to ensure the claims process was 
implemented according to the terms and conditions of the contract. Specifically, the 
contractor did not timely remove ineligible claimants, referred to as prior participants, from 
the claims process, resulting in overpayments to the contractor of over $144,000. In addition, 
USDA appointed a Contracting Officer’s Representative (COR) who did not meet 
qualifications to oversee this contract, and did not adequately supervise the COR. 

We recommended that USDA appoint a qualified COR to review the prior COR’s activities 
and the contractor’s performance measures to ensure that the contract was administered 
correctly. USDA generally agreed with our findings and recommendations, and we reached 
management decision for the two recommendations. 


Public Health Information System (PHIS) 

On August 28, 2015, the USDA Office of Inspector General issued an audit report entitled, 
“Implementation of the Public Health Information System for Domestic Inspection.” In that 
report, the OIG made the following observations: “Although FSIS developed the Public Health 
Information System (PHIS) to modernize the USDA food safety inspection system, we found the 
agency. ..did not ensure that FSIS inspectors could reliably use the system to timely complete 


Hispanic and Women Farmers and Ranchers Claim Resolution Process, Audit Report 50601-0002-2 1 , March 
2016. 
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inspection tasks and record the results in PHIS. In our visits to slaughter and processing 
establishments in 2012 and 2013, we found problems such as inspectors who were unable to use 
PHIS due to connectivity problems and establishment profiles that were inaccurate and therefore 
resulted in incorrect sample project assignments.” 

I am hearing that there are problems with the system with inspectors often not being able to 
complete tasks because the system is cumbersome to use. Some inspectors say that the safest 
products under FSIS jurisdiction are produced when PHIS is down because they can actually 
perform hands-on inspection. 

8 1 . What progress has FSIS made in implementing those recommendations with your office? 

Response: OIG has reached management decision on all eight recommendations. FSIS has 
closed one of the eight recommendations for this audit. However, FSIS has not implemented 
the corrective action for the remaining seven recommendations. The closed recommendation 
required FSIS to develop an action plan with specific timeframes for implementing actions 
related to 3 prior audit recommendations as agreed upon in our prior audit report." Based 
upon the agreed upon action, FSIS noted completion of the configuration for the Food Safety 
Assessments (FSA) feature within PHIS that will allow for the effective analysis, monitoring, 
and identification of food safety concerns at establishments; revised criteria for prioritizing 
the scheduling of FSAs and updating its internal procedures to reflect this revision; and 
implemented use of such criteria. 

82. Will you revisit this audit report in the future to assess FSIS’s progress and when? 

Response: Yes, we will likely revisit the subject of this report in the future. We generally 
allow an agency 12 to 18 months to implement corrective actions so that we are able to 
assess whether the corrective actions are effective. However, we do have an ongoing audit 
with audit objectives that were designed to review FSIS’ inspection procedures and 
processes. Specifically, the audit is to follow-up on 2007 and 2008 audit initiatives, where 
we are evaluating the corrective actions taken by FSIS to implement prior OIG audit 
recommendations regarding pre-slaughter activities'^ and risk-based inspection'^ in 
processing establishments. Because of FSIS’ current structure and design, the audit team 
will need to review various aspects of the PHIS system in order to address the audit 
objectives. We expect to have a final report issued in FY 2016. 

83. Do you intend on evaluating the implementation of PHIS for import inspection? If so, when? 

Response: Our FY 2016 audit plan included an audit to evaluate the effectiveness of the 
import inspection module in PHIS and to evaluate FSIS’ controls over imported meat and 


Issues Impacting the Development of Risk-Based Inspection at Meat and Poultry Processing Establishments^ 
Report No. 24601-07-Hy, December 4, 2007. 

" Evaluation of FSIS Management Controls Over Pre-Slaughter Activities. Report No. 240 ! -0007-KC, November 
28, 2008. 

Issues Impacting the Development of Risk-Based Inspection at Meat and Poultry Processing Establishments^ 
Report No. 24601-07-Hy, December 4, 2007. 
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poultry products. Unfortunately, we are not able to initiate this work this year and we 
anticipate performing this work in FY 2017. 

Rancho Beef 

It is my understanding that USDA-OIG is following-up on their investigative report: Evaluation 
of FSIS Management Controls Over Pre-Slaughter Activities. Along this line, in 2014, Rancho 
Feeding Corporation of Petaluma, CA recalled nearly 9 million pounds of meat products after it 
was foimd that it was slaughtering sick cows and processing the meat for human consumption. 
The former owner of that company was just sentenced on Wednesday for his illegal activities. 

But there were also lapses in inspection procedures. 

84. What specific actions have USDA taken against any USDA personnel at that plant? 

Response: Our investigation was focused on the criminal conduct committed hy individuals 
at the Rancho Feeding Corp (RFC), as it pertained to violations of the Federal Meat 
Inspection Act, and other related criminal laws. The employee misconduct investigation of 
the FSIS inspection staff was initially delayed by OlG’s criminal investigation and DOJ 
prosecution. Upon completion of the criminal investigation and DOJ prosecution, 
information pertaining to the misconduct by FSIS inspection staff was referred to FSIS for 
ftirther investigation and disciplinary action, as deemed appropriate by FSIS. FSIS will 
determine any disciplinary action against plant personnel. 

85. What changes in inspection procedures have been instituted to prevent such instances from 
occurring again in the future? 

Response: We are unaware of any changes that FSIS may have implemented as a result of 
the events that transpired at Rancho Feeding Corporation. At the time of the Rancho Feeding 
incident, we had recently begun an audit evaluating the corrective actions taken by FSIS to 
implement prior OIG audit recommendations regarding pre-slaughter activities and risk- 
based inspection in processing establishments. We expect to issue the final report on this 
work in FY 2016. See our response to Question 82 for additional information. “ 


Evaluation of FSIS Management Controls Over Pre-Slaushter Activities . Report No. 240 1-0007-KC, November 
28, 2008 and Issues Impacting the Development of Risk-Based Inspection at Meat and Poultry Processing 
Establishments,^ Report No. 24601-07-Hy, December 4, 2007. 
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USDA NATURAL RESOURCES AND ENVIRONMENT 

WITNESSES 

JASON WELLER, CHIEF, NATURAL RESOURCES CONSERVATION SERV- 
ICE 

MICHAEL YOUNG, BUDGET OFFICER, DEPARTMENT OF AGRICULTURE 

Introduction of Witnesses 

Mr. Aderholt. Well, good morning. The subcommittee will come 
to order. 

I would like to welcome all of you to today’s hearing for the Nat- 
ural Resources Conservation Service’s fiscal year 2017 budget re- 
quest, and we have as our guest today Mr. Jason Weller, Chief of 
the Natural Resources Conservation Service, and Mr. Mike Young, 
USDA’s Budget Director. 

So welcome both of you. 

Opening Statement — Mr. Aderholt 

NRCS has requested a total of $860 million in discretionary 
funding for its salaries, expenses, programs and activities for 2017, 
an increase of $9.5 million over fiscal year 2016 enacted level. 

In addition, about $3.8 billion will be available through the 2014 
farm bill’s mandatory conservation programs to help farmers, 
ranchers, private forest owners preserve and protect their land. 

As we move through this year’s appropriations process, I have 
said on many occasions that we have four main goals for the sub- 
committee: 

First, to increase oversight efficiency and the need for effective 
outcomes; and 

Second, to keep rural America vibrant; 

Third, to support American farmers, ranchers and producers; and 

Number 4, to protect the health of people, plants and animals. 

The work of the NRCS to support our Nation’s producers helps 
to accomplish several of these goals. NRCS is a locally led, science 
based, and voluntary approach to conservation and has been ex- 
tremely successful in recent years. 

The investments we make in farm conservation programs in the 
upcoming fiscal year will benefit all Americans, from farmers and 
ranchers in the fields to consumers in the United States and across 
the world. 

It is this subcommittee’s responsibility to ensure that the discre- 
tionary funds that are appropriated, in addition to the mandatory 
funds provided in the farm bill, are adequate to ensure the effective 
implementation of new and existing conservation programs. 

( 703 ) 
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The subcommittee has been following closely the implementation 
of the Conservation Delivery Streamlining Initiative for which we 
provided a $5 million increase in fiscal year 2016. 

Chief Weller, I would like to congratulate you and your staff on 
the successful rollout of Phase 1 of the program, the Conservation 
Client Gateway, and I look forward to getting some updates on that 
program as we move forward through the hearing. 

Over the past several years, this subcommittee has been focused 
on the numerous OIG audits related to NRCS financial manage- 
ment systems. Effective financial management is enormously im- 
portant for ensuring the integrity of NRCS operations and pro- 
grams, and we appreciate the work you have done to bring NRCS’ 
financial and accounting systems into line with today’s trans- 
parency and accountability standards. 

NRCS funding covers discretionary and mandatory programs to- 
taling an estimated $4.75 billion. The scale and importance of the 
programs under your purview make it imperative that you keep 
working to eliminate the three remaining material weaknesses and 
eventually gain a clean opinion. 

Again, I would like to thank both of you for being here today. 

I would now like to recognize Ms. Pingree from Maine for any 
opening remarks that she would like to make at this time. 

Opening Statement — Ms. Pingree 

Ms. Pingree. Thank you very much, Mr. Chair. 

I do not have any formal opening remarks, but I want to wel- 
come you to our Committee and look forward to discussing with 
you many important topics to our farmers and our main conserva- 
tion interests around the country. 

So thank you for the work you do and I am sure this will be an 
interesting morning. Thank you. 

Mr. Aderholt. All right. I would like to recognize you. Chief 
Weller, for your opening statement. Without objection your entire 
written testimony will b^e included in the record, but of course we 
would like to hear from you to make some opening statements, and 
then we will go into the questioning portion of the hearing. 

Opening Statement — Mr. Weller 

Mr. Weller. Well, thank you very much. 

Good morning, Mr. Chairman and Members of the committee. It 
is great to see you again. 

I really appreciate this Committee’s support and leadership and 
your investment and trust in NRCS in helping to fund and oversee 
America’s voluntary working lands conservation programs. I am 
very proud of the work NRCS does, and I am very honored to rep- 
resent the many thousands of women and men that work across 
the United States out of 2,800 field offices and State offices around 
the country. 

I thank you, Mr. Chairman, for your opening remarks. I, too, am 
proud, and hopefully this Committee is proud, of the work being 
done on our behalf through the programs and authorities this Com- 
mittee affords. 
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I would like to just touch a little bit upon some of the unprece- 
dented historic results that NRCS and its partners are delivering 
across the country. 

So if you look, for example, at soil, here in the Chesapeake Bay 
region, the voluntary approach works. We have worked in partner- 
ship with dairymen, forestland owners, and row crop producers 
across Maryland, Pennsylvania and New York, the other three 
States in the Chesapeake Bay region, and together we have helped 
reduce soil erosion by over 62 percent over the last decade, and 
that results in about 15 million tons less topsoil washing in the 
Chesapeake Bay region on an annual basis. 

If you look at soil health, we are helping producers put in place 
millions of acres of cover crop and soil health management systems 
across the country, which is improving the resiliency of our Amer- 
ica’s soils to withstand extreme weather, including drought so pro- 
ducers can boost and maintain their yield, but also prepare for 
changing and variable weather across the United States. 

If you look at water quantity, Mr. Yoder in Kansas has been over 
to the Ogallala Aquifer. We have made millions of dollars in invest- 
ments for producers in the Ogallala region, and we estimate on an 
annual basis these water conservation investments are reducing 
water demand by over 489 million gallons a year, which is enough 
water for 3.3 million households every year. That is a huge quan- 
tity of water which is now being kept in the ground, helping to ex- 
tend the life of the aquifer, but also helping producers to be as pro- 
ductive as possible with their limited resources. 

If you look at water quality, in Arkansas, in Oklahoma, in Lou- 
isiana, we have made focused, targeted investments in partnership 
with landowners, with operators, and it has improved water quality 
to the extent these States are able to de-list stream segments and 
rivers, improving the health of these waters for aquatic wildlife, 
but also for people. We are taking them off the EPA’s 303(d) im- 
paired water list because of the targeted approach, the collabo- 
rative approach we take with farmers and ranchers. 

If you look at air quality, in California’s Central Valley we have 
taken over 2,100 old polluting tractors off the farm fields, replaced 
them with clean technology tractors that have offset NOx emis- 
sions, nitrous oxide emissions, which are precursors to particulate 
matter, which is really bad for human health, but also a precursor 
for ozone. That is equivalent to taking over a million cars off the 
roads of California’s highways every year, and helping agriculture 
attain the State’s implementation plan for air quality years ahead 
of schedule. Agriculture is the only industry to meet the targets 
ahead of schedule. 

If you look at wildlife habitat, just in the last year and a half 
alone because of the targeted investments, the voluntary collabo- 
rative approach that NRCS and landowners are making, we have 
been able either to take off the endangered species list or prevent 
it from getting on the endangered species list six species, including 
the New England cottontail rabbit from Ms. Pingree’s region of the 
country. New England and New York; greater sage grouse, bi- 
State, sage grouse populations; the Louisiana black bear; the Arctic 
fluvial Grayling, which is a fish up in Montana; and the Oregon 
chub out in Oregon. All of these species have been brought back 
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from the brink of extinction because of the voluntary collaborative 
approach. 

And now I am really proud of how NRCS partners are improving 
access to the programs this Committee affords. So when we came 
in to this administration in 2009, if you looked at the number of 
contracts the financial systems were providing to socially disadvan- 
taged and limited resource producers, on average every year we 
provided about 2,400 contracts a year. 

Through hard work, outreach, education, and doing one-on-one 
quiet conversation with these landowners, bringing them into the 
tJSDA program suite, today we enroll over 6,400 contracts a year. 
So over the last seven years, we have invested over $900 million 
in one-on-one contracts with these landowners to help them get 
conservation assistance, improve their yield, help them better with- 
stand drought or weed pressures and be more successful both from 
a natural resource standpoint, but also from an economic success 
standpoint. 

I am really proud of the NRCS mission. I am really proud of the 
work we do, and again, I really appreciate this committee’s commit- 
ment to private lands’ voluntary incentivized conservation, and 
would be happy to answer any questions you may have. 

Thank you. 

[The information follows:] 
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Natural Resources Conservation Service 
Statement by Jason Weller, Chief 
Before the Subcommittee on Agriculture, Rural Development, 

Food and Drug Administration, and Related Agencies 
February 26, 2016 

Mr. Chairman, Ranking Member, and distinguished members of the Subcommittee, thank you 
for the opportunity to appear before you today to discuss the fiscal year (FY) 2017 budget 
request for the Natural Resources Conservation Service (NRCS). The ongoing support of this 
Subcommittee for voluntary private lands conservation is making a difference for our Nation’s 
farms, ranches, and private forests. Before providing the Subcommittee details of the proposed 
NRCS budget, I would like to share some of the agency’s major accomplishments and examples 
of how conservation programs are demonstrating that we can sustain highly productive 
agriculture while making progress in protecting and improving the Nation’s natural resources. 

Voluntary Conservation Works 

Conservation on private lands works. Consider the NRCS Working Lands for Wildlife (WLFW) 
partnership and the unprecedented voluntary collaboration over the past 6 years to restore public 
and private rangeland and young forests on private land. In part because of these voluntary 
efforts, the U.S. Fish and Wildlife Service has either delisted or taken off the candidate list six 
species since September 2014 - determining that these populations were now healthy enough 
that they did not warrant Federal protections under the Endangered Species Act (ESA). WLFW 
has benefits beyond the immediate effects on wildlife. By participating in WLFW, land 
managers gain greater predictability under the ESA and may continue their agricultural 
conservation actions even if the species is later listed. 

Cleaner, more abundant water for farmers, ranchers, their communities, and wildlife is possible 
when the right conservation practices are in the right places. Through the Mississippi River 
Basin Healthy Watersheds Initiative (MRBl), NRCS has invested significantly in high-priority 
water quality projects and delivered on the ground benefits. For example, as a result of MRBl 
conservation efforts, Arkansas was able to remove two stream segments from the State’s Clean 
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Water Act 303(d) impairment designation. In 2014, Oklahoma removed nine more streams from 
its 303(d) list as a result of Farm Bill tools and worked with partners, farmers, ranchers and 
other landowners. Oklahoma now ranks second in the nation for EPA-recognized water quality 
success stories. 

From 2012 to 2014, NRCS co-invested more than $1.5 billion to partner with nearly 2,000 
producers to install measures to conserve water and build resilience of their operations to deal 
with the acute drought. In the region overlying the Ogallala Aquifer in the Central Plains, these 
water conservation practices conserved an estimated 1.5 million acre-feet of groundwater over 4 
years, or enough water to provide annual water needs for about 3.3 million households. In 2015, 
NRCS targeted an additional $21 million to the western States experiencing extreme (D3) or 
exceptional (D4) drought to help producers conserve water and build resilience in their 
operations. 

If the widespread drought has shown us anything, it is the value of crop resilience through good 
soil health management. Using Farm Bill programs, NRCS has been accelerating adoption of soil 
health practices and helping producers build resilience in their production systems. In 2015, 
NRCS assisted producers to apply Soil Health Management Systems on nearly 500,000 acres, up 
6 percent from 2014. Healthy soil with more organic matter is more protected from erosion and 
better able to hold on to water. Every 1 percent inerease in organic matter can store up to 25,000 
gallons of water per acre and provide up to 30 pounds of available nitrogen per acre. These 
benefits lead to greater resiliency to adverse eonditions but also boo.st yields. For example, a 
national survey of farmers documented an increase in yields of nine percent for com following 
cover crops and 1 0 percent for soybeans after cover crops. 

Producers are also using Farm Bill programs to improve air quality. Since 2010, NRCS has 
invested nearly $200 million to help producers apply on-farm conservation measures on over 825 
thousand acres to address air quality resource concerns, reducing emissions from particulate 
matter to ozone precursors. For example, in the San Joaquin Valley, NRCS has co-invested with 
farmers and ranchers to replace more than 2,100 aging diesel engines used for agricultural 
purposes with low exhaust emitting engines. The result is an offset of the equivalent of the 
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emissions from more than one million cars; and agriculture achieved its air quality improvement 
target nearly three years ahead of the schedule mandated by California’s State Implementation 
Plan. To further leverage partnerships for air quality gains, NRCS has awarded over $ 1 8.5 
million through Conservation Irmovation Grants to 38 partner projects to stimulate new 
approaches to address agricultural air quality concerns. 

Mission Delivery Highlights 

In FY 2015, NRCS provided technical assistance to over 95,000 customers to address natural 
resource objectives on almost 45 million acres of farm, ranch, and forest land. Many customers 
begin their relationship with NRCS through requests for technical assistance that result in the 
development of conservation plans that serve as a platform for action. The Conservation 
Technical Assistance (CTA) Program is the backbone for conservation planning and the 
Agency’s conservation delivery system. Conservation planning is a proven, science-based 
process to support land managers’ deeision-making on conservation sy.stems that will meet their 
natural resource and economic objectives. 

To give you a picture of the scope of the CTA Program, allow me to highlight a few of our 
FY 2015 accomplishments. Through CTA, we assisted producers with designing conservation 
plans to address multiple conservation objectives which often provide other important co- 
bcneflts for other resources concerns. Included in these plans were conservation practices 
covering: 

• 1 8 million acres to improve water quality; 

• 13,1 million acres to improve grazing and forest land; 

• 6.3 million acres to improve wildlife habitat; 

• 6 million acres to improve soil quality; and, 

• 464 thousand acres to improve water use efficiency and reduce costs to the producer. 

NRCS conservationists work with State and local partners, as well as private organizations, to 
deliver conservation technical and financial assistance. In FY 2015, these non-Fcderal partners 
contributed an estimated $94 million in in-kind goods and services along with nearly $116 
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million in financial assistance to address local resource concerns that support our goal of getting 
conservation on the ground. 

Since the enactment of the Agricultural Act of 2014 (Farm Bill), NRCS has quickly and 
effectively implemented the new authorities and embraced the streamlined program delivery, A 
few highlights include: 

• In FY 201 5, producers addressed their conservation needs on over 9.9 million acres with 
assistance from the Environmental Quality Incentives Program (EOIP) : over $861 million 
was obligated in nearly 33,000 contracts to support this conservation work. This work 
supported projects in resource-based initiatives, such as air quality, on-farm energy 
conservation, migratory bird habitat, and the Mississippi River Basin and production 
oriented initiatives such as organic production, and seasonal high tunnels. 

• The 2014 Farm Bill consolidated existing casement programs into the Agricultural 
Conservation Easement Program (ACEPt . In FY 2015, $332 million in funding was used 
to enroll an estimated 1 16,596 acres of farmland, grasslands, and wetlands through 490 
new ACEP easements (138 Agricultural Land Easements parcels, 68,895 acres and 209 
Wetlands Reserve Easement , 46,338 acres); and 4 Healthy Forests Reserve Program, 
1,363 acres. These easements will help preserve important agricultural lands and 
agricultural viability and create and protect habitat for migratory birds and other 
important species. 

• Since the Conservation Stewardship Program tCSPt started in 2009, the program has 
become a major force for conservation, and it continues to inspire conservation action to 
enhance America’s natural resources. With the FY 2015 sign up enrollment of about 7 
million acres, the total acreage of lands now enrolled in CSP exceeds 67 million acres, 
about the size of Iowa and Indiana, combined, in FY 2015, 55 percent of the 2010 
contracts were renewed for another five year term extending and exceeding the 
conservation benefits gained from the initial contracts. 

• Created by the 2014 Farm Bill, the Regional Conservation Partnership Program (RCP P) 
is a partner-driven, locally led conservation approach. Now in its second year, RCPP has 
demonstrated high demand, with over 2,000 partners leading nearly 200 projects 
nationwide. All told, in the first two years of the program, NRCS will have invested 
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about $500 million while another $900 million is being brought in by partners to address 
loeally defined, nationally significant natural resource issues. 

These critieal Farm Bill tools used together and in partnership with producers, forest landowners, 
and other public and private partners are making major gains in addressing locally and regionally 
identified priorities, for example: 

• Since 2010, the MRBl has quadrupled the investment in water quality projects in the 
Mississippi River Basin. NRCS models show that targeting water quality conservation in 
the right places with the right practices is an effective means to achieve cleaner water for 
community water supply, wildlife, and recreation. In 2015, NRCS announced a $1 00 
million investment for priority watersheds to support the Nutrient Reduction Strategy that 
each state has developed as part of its commitment to the Hypoxia Task Force. 

• Since 2010, NRCS has been working through the StrikeForce for Rural Growth and 
Opportunity initiative to assist farmers and ranchers in communities that face persistent 
poverty. NRCS and other USDA agencies are focusing assistance and outreach in over 
970 counties, parishes, boroughs, and census areas, and Indian reservations in 26 States 
to jump start collaboration and investment in these communities. In FY 2015 alone, 
NRCS invested $318 million in partnership with producers to help their operations be 
more economically successful and environmentally sustainable. 

• In FY 2015, NRCS and the U.S. Forest Service invested $37 million in 28 projects across 
25 States through the Chiefs' Joint Landscape Restoration Partnership to help mitigate 
wildfire threats to communities and landowners, protect water quality, and supply and 
improve wildlife habitat for at-risk species. This multi-year partnership between NRCS 
and the U.S. Forest Service is working to improve the health and resiliency of forest 
ecosystems where public and private lands meet across the nation. Progress will continue 
in FY 2016 with $33 million to support ongoing projects and $7 million for 1 1 new 
projects in 12 States, leveraging an additional $1 1 million in private investment from 
partners, 

• In 201 5, NRCS invested $20.5 million in 45 Conservation Innovation Grants (CIG), 
leveraging over $20 million in non-Federal matching funds. Many of these projects use a 
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systems approach to solving water quality problems such as reducing nitrogen and 
phosphorus in Western Lake Erie Basin and the Mississippi River Basin. 

Improving Mission Support 

One of the best ways w'e can ensure that high-quality conservation assistance is available to 
farmers and ranehers is to strengthen NRCS’s business operations and administrative 
capabilities. NRCS is undertaking a number of key management initiatives related to agency and 
program administration. 

Conservation Delivery Streamlining 

The Conservation Delivery Streamlining Initiative (CDSI) will enable NRCS and its partners to 
develop better conservation plans and improve service to customers. CDSI’s three integrated 
components - the Client Gateway, Conservation Desktop, and Mobile Planning Tool will: 

• enable high-quality, scienee-based conservation planning, 

• simplify conservation for clients and NRCS employees, and 

• streamline business processes. 

In FY 2015, NRCS successfully deployed the first component of CDSI, the Conservation Client 
Gateway (CCG), a web-based internet portal that allows customers to review conservation plans 
and program contracts, sign documents, apply for programs, request assistance, schedule 
appointments with NRCS, and track financial payments - all online and without having to travel 
to a field office, 24 hours a day, and seven days a week. The user base has steadily grown to 
include NRCS clients in all 50 States and will continue to increase with the expansion to include 
business entities in 2016. Full implementation of CDSI will allow the Agency to redirect over 
1,500 staff years to providing direct technical assistance to clients. 

Improving Financial Processes 

Since 2002, the scope of NRCS’s conservation programs has experienced significant growth. 
While we have dramatically increased the resources for conservation in this country, we also 
need to have robust accounting and documentation procedures in place to manage public funds 
responsibly. 
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Over the past several years, NRCS has made significant improvements such as enhancing the 
agency’s internal controls over financial resources, reducing potential information technology 
security risks, and strengthening the reporting of its financial obligations. In FY 2015, 
independent auditors completed the required audit and issued the related report with a disclaimer 
of opinion. Auditors have noted improvements in NRCS’s financial management and have 
reduced the number of material weaknesses from the original seven to three. Revenue and 
billings, which was a material weakness in 2013 and a significant deficiency in 2014, was no 
longer an audit exception in 2015. 

We are committed to having a best-in-class financial management operation. NRCS has 
refocused its audit remediation efforts to look at root causes, conduct data analysis, and work 
collaboratively with the Department, the Farm Service Agency, and internal NRCS offices. This 
effort has identified key areas for improvement and ensures corrective actions have the 
maximum effect achievable. The Agency’s goal is to obtain a qualified opinion no later than FY 
2016 with a clean opinion to follow shortly thereafter. 

Fiscal Year 2017 Budget 

The President’s 2017 NRCS budget proposal focuses on supporting NRCS’s technical operations 
while delivering its new and reauthorized programs to the Nation’s fanners, ranchers, and forest 
landowners. The request proposes a total of $860.4 million in discretionary funding and $3.87 
billion in new mandatory funding in FY 201 7. The President’s Budget is a reflection of the 
Administration’s commitment to and emphasis on voluntary and locally-led conservation that 
addresses high priority resource concerns. The budget proposal includes efforts to gain 
actionable data and information on key factors affecting producer adoption, implementation, and 
maintenance of conservation plans and associated practices, and their contribution to cost 
effective achievement of environmental benefits while also taking steps to better deliver 
conservation assistance to our customers. 

As stated above, the budget requests $860.4 million for discretionary programs, including the 
following: 
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• An increase of $8 million for Conservation Technical Assistance, Soil Survey ($80.8 
million), Snow Survey ($9.4 million), and Plant Materials Centers ($9.5 million) for 
pay cost increases; 

• An increase of $ 1 0.6 million in Conservation Technical Assistance for conservation 
planning; 

• An increase of $1.5 million for place-based activities; and 

• A total of $37.8 million for CDSl which fully supports development in FY 2017. 

The budget also requests $3.8 billion for mandatory programs, including the following: 

• $1,65 billion in new funding for EQIP, the full authorized level for the program; 

• 10 million in new acres available for enrollment in the Conservation Stewardship 
Program, which is the full authorized level; and 

• An increase of S80.6 million over FY 2016 for the Agricultural Conservation 
Easement Program. 

Conclusion 

Mr. Chairman and members of the Subcommittee, thank you for the opportunity to appear before 
you today. Conservation continues to be a solid investment in our Nation’s future. These 
conservation programs and activities supported by Congress and the Administration have 
demonstrated success in helping farmers, ranchers, and private forest owners achieve their 
production and operational goals in balance with natural resource objectives, whieh provide 
benefits for rural communities and the nation as a whole. The President’s FY 2017 Budget 
reflects and continues that commitment, while recognizing the need to focus limited resources on 
critical conservation issues and to streamline and modernize operations. 1 would be happy to 
respond to any questions at this time. 
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CONSERVATION DELIVERY STREAMLINING INITIATIVE 

Mr. Aderholt. Well, thank you, and thank you for your work, 
as I say, on a day-to-day basis and, of course, your enthusiasm for 
your job and that you take great pride in your work. That says a 
lot, and we do appreciate that. 

Information Technology programs are too often areas where we 
make massive expenditures of taxpayer dollars and receive unclear 
results. We sometimes miss milestones or get unmet performance 
goals in return. 

It is encouraging that the NRCS’ new Conservation Delivery 
Streamlining Initiative (DSI) has not been one of those programs. 
Last year, the NRCS rolled out the Conservation Client Gateway, 
the first of three parts of the Conservation Delivery Streamlining 
Initiative, and NRCS has proposed level funding for the program 
in fiscal year 2017. 

The question would be: how many producers have enrolled in the 
Conservation Client Gateway as of today? 

Mr. Weller. So as of today, the latest report I got actually last 
night was 729 producers nationally. So this is well below, frankly, 
expectations. So let me talk a little bit though, Mr. Chairman, 
about what this is just for the members of the committee. 

So it’s a mouthful, the Conservation Delivery Streamlining Ini- 
tiative. CDSI is the acronym. What this is is a long-term invest- 
ment, trying to overhaul not just the technology, but really the 
business process of NRCS, and the principle is pretty simple. 

We want to provide better service to customers, to farmers and 
ranchers, and really empower them, give them access to their busi- 
ness information so they can run their conservation business from 
home, much like they can do their banking. They can file their 
taxes; they can order equipment and inputs for their operation. 
They should also be able to manage their conservation business on- 
line. 

But we also want to then free up our field people. Instead of hav- 
ing our agronomists and our hydrologic engineers, our foresters 
and range conservationists be contract managers, we want them to 
be conservationists. So we are trying to get them back out in the 
field. So instead of being in the office, being paper managers, we 
wanted them back in the field being natural resource managers. 

So we think the system is going to free up both the time of our 
customers, but also the time of our professionals, but also ulti- 
mately do a better job, as you, Mr. Chairman, in your opening re- 
marks talking about ensuring good, transparent, and effective fi- 
nancial management. 

So the CDSI, the first component was the Client Gateway, which 
we released about last summer and opened that up, and what this 
allows for is an NRCS customer to sign up online, and then they 
can manage the NRCS business online from the comfort of their 
home or their office. 

So they can schedule appointments. They can review their con- 
tracts. They can review their payments. They can review their con- 
servation plans. They can apply for program assistance, all online. 

And that also then allows our field office, before we come out to 
your farm, we already know what you are interested in working on. 
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We know what programs you are interested in. So when we show 
up, we are going to he well informed. We are going to have the 
right targeted assistance for you. So it really helps our people he 
better customer service providers. 

We are then hoping so with the investments the committee has 
provided us already in 2016 and then in 2017, we want to roll out 
the next two components of CDSI, the conservation desktop, which 
is our internal planning suite which aligns all of our tools in Geo- 
graphic Information System (GIS), geospatial capabilities. So in- 
stead of all of our field people having to do multiple data entries 
and wasting a lot of time, all of that is seamlessly built up for them 
using our existing databases. So it frees up staff time to go back 
to what they are supposed to be doing, one-on-one customer service. 

And the third component is then the mobile planning tool, which 
is a laptop or mobile device. Get out in the field then we can in 
real time do conservation planning in the field using great state- 
of-the-art geospatial technology. Sign you up for a program on the 
spot. They enroll you in a program and get already the contract 
flow going behind the scenes. 

So we will provide quicker, more accurate service for producers, 
but ultimately we estimate it is going to free up thousands of staff 
years worth of time that currently is spent on administrative tasks, 
back to doing effective conservation planning. 

Mr. Aderholt. What’s the feedback you are getting? 

Mr. Weller. So from producers that are enrolled, they are really 
appreciative. They really like it because it’s saving them time, es- 
pecially in States like in Montana where the counties are huge, and 
to get to a local field office in some cases will take hours of driving 
time. 

Ultimately to have a producer not have to drive into the field of- 
fice to sign paperwork, they can sign the paperwork online. That 
is a huge time savings and big cost savings to them, not having to 
take time off the farm, managing the livestock, managing the oper- 
ation or just, frankly, burning gas on the way in to the field office. 

But also they like it because it organizes all of their information, 
all of their paperwork. So instead of them having to keep track of 
all their conservation plans and receipts, it is all done for them on 
this online system. 

And our field people like it, too. In September, at the end of the 
fiscal year, for our field staff a lot of times what a local district con- 
servation person is doing is actually chasing farmers around in the 
field while these guys are trying to harvest in their combines, try- 
ing to get signatures to get them enrolled. 

Now, again, our field people do not have to do that. They can all 
basically send emails, updates, requests, send the guy texts. “Hey, 
can you just when you come in from the combine tonight, can you 
just go behind me, click yes, and we will get you enrolled?” 

So it is a time savings for farmers, but also it is a time saving 
for our field people. 

Mr. Aderholt. And the second and third phases of the CDSI, 
when will that be online? 

Mr. Weller. So this year, the summer. During the last year it 
was designing the architecture and the business requirements, ba- 
sically all of the really detailed technical components of the IT de- 
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velopment, and we are going to be floating a contract hopefully this 
spring, which we then will put out for bid and hopefully get great 
software developers to come in. 

But we have really done the hard work up front, which is actu- 
ally designing out and specifying the exact technical requirements 
we need for the system. We then need about a year of software de- 
velopment and testing, and we’re hopefully to release these compo- 
nents next summer so that the summer of fiscal year 2017 is when 
these new final components of CDSI will be up and running. 

Mr. Aderholt. All right. Ms. Pingree. 

ORGANIC INITIATIVE IN EQIP 

Ms. Pingree. Thank you very much. 

Thank you for the upgrade you’re bringing to many of the initia- 
tives of the Department and trying to think about how farmers and 
ranchers can access these programs in a more efficient way. So I 
appreciate your thinking on that. 

I just want to talk about one program right now. I am a big fan 
of the Environmental Quality Incentive Program (EQIP). I am in- 
terested in the Organic Initiative. So that has been very popular, 
as you know, in a State like mine, but the participation in the Or- 
ganic Initiative has been declining. 

In 2013, we had 90 organic farmers who participated, and a year 
later there were only 31. This trend seems to be happening at a 
national level. In 2011, actually there were 1,600 participants and 
only 388 in 2014. 

So I think there must be some hurdles there. I am just interested 
to know what are the things that you are doing to address any bar- 
riers that people are facing. What improvements could you make 
by the end of this fiscal year? 

Will you have some organic stakeholders involved in the process 
just to see what the challenges are? 

And are you doing any outreach to increase the enrollment in 
that? 

Mr. Weller. Yes is the short answer. 

More involved answer, so we are really excited about partnering 
with organic producers, and we know this is a huge, growing com- 
ponent of agriculture, and it is one of the fastest growing compo- 
nents of the industry. 

So it is really in all of our interests to ensure NRCS is reaching 
out to these new customers. Many of them are new, beginning 
farmers and ranchers, and the demographics are also younger gen- 
erally, on average, than more conventional producers. So it is also 
trying to establish long-term relationships with these producers 
and our families. 

So we think there are a couple of things going on. So in the farm 
bill it identifies the organic authorities within EQIP, but it puts 
some limitations on them. If you identify “I want to be part of the 
Organic Initiative”, it puts a tighter contract limit on what a pro- 
ducer can get versus general EQIP. 

And so what we think a lot of folks have happening is if they are 
an organic producer, they are actually not identifying as an organic 
producer. They want to go for the general EQIP, which opens up 
more access over the life of the farm bill to EQIP assistance. 
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So we think there are a lot of folks who are actually organic pro- 
ducers. They are just not being flagged. So what we are doing this 
year is we actually have our field staff identify whether these are 
organic producers or not. So it is not going to then tag these folks 
into the Organic Initiative, the official Organic Initiative, but allow 
us to tally up how many people we are actually providing assist- 
ance to. 

And we think anecdotally a lot of people are benefitting from the 
program. So that is in part what is going on with the numbers. 

But that is more of just an inside baseball technical thing. More 
substantively what we are doing is we are partnering with organi- 
zations like Oregon Tilth, which is recognized nationally as a really 
professional organic outfit, and we are bringing them on through 
conservation agreements. We are helping them develop training for 
us like webinars, field trainings for our people but also for tech- 
nical service providers. We are trying to expand our capacity to 
provide organic assistance. 

And then we are really trying to push out and develop workbooks 
and training for our own field staff. So ultimately what we want 
long term is no matter where you are, so whether you are in Maine 
or you are in Ohio or you are in Florida, if you walk in a field of- 
fice, that field office is at least familiar with organic agriculture 
and they do not necessarily have to be the expert in organic pro- 
duction, but they know who to call on the NRCS team to give you 
that expert assistance, and so we are trying to build up that in- 
house NRCS capacity so we really can provide that professional ex- 
pert assistance on organic production for producers. 

So, for example, in partnership with some of the organic industry 
and with AMS, the Ag. Marketing Service, and we developed an 
NRCS-AMS organic handbook, which is now available to all of our 
field offices, and it lines up the National Organic Program stand- 
ards with all of the NRCS conservation practice standards, does 
the cross-walk. So that makes it real easy for a non-expert, you 
know, in our field offices to just do that easy cross-walk and help 
the producer plan and implement conservation, whether it is, you 
know, soil management, pest management, nutrient management, 
water management. 

So we are really excited about the handbook, and it is an exam- 
ple of how we are trying to take seriously our responsibility for or- 
ganic production, but also trying to expand access for producers. 

Ms. PiNGREE. So the other initiatives you are working on in some 
of the training, what is the time line for that? 

Mr. Weller. It is ongoing. So we are investing in this. We have 
been doing this, for example, with Oregon Tilth now for a couple 
of years, and we are also trying to look for additional organic pro- 
viders that have the technical expertise that have the capacity to 
work with us. 

If you in particular in New England in your State know some of 
those groups, we would be very interested in talking to them about 
partnering with them, looking at how we can arrange contribution 
agreements or cooperative agreements to provide enhanced train- 
ing opportunities. 

So we are completely open to expanding the suite of partners 
that we are working with to provide that training. 
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Ms. PiNGREE. Great. We would be happy to suggest a couple of 
other organizations around the country that have fairly broad 
reach or at least the depth of capacity to perhaps work with you 
on that. 

And I do just want to say I appreciate your understanding of 
what a huge opportunity this has become for farmers and how crit- 
ical it is that the USDA responds to the technical assistance kind 
of needs in programs like EQIP, which can make a big difference 
when a farmer has an opportunity to get into a new market and 
might get a chance to make more money at what they are doing, 
but needs that little bit of assistance. 

So thank you for that. 

I yield back. 

Mr. Aderholt. Mr. Yoder. 

IRRIGATION — SOIL HEALTH 

Mr. Yoder. Thank you, Mr. Chairman. 

Mr. Weller, thank you for joining our Committee. I appreciate 
your comments in your opening statement regarding Kansas and 
the Ogallala Aquifer, and I thought as we discuss how to continue 
the agricultural way of life in rural Kansas and in many States 
that are affected by that, of course, your efforts there are critical. 

I thought you might share with us what you think some of the 
key factors will be, or objectives, related to that aquifer that people 
in my home State need to be aware of and how we can work to- 
gether to ensure that this is sustainable for the long term. 

Mr. Weller. So we are trying to bring more understanding of 
what the business objectives are of the farmer. So we are not going 
to come on an operation and say, “Thou shall.” It is more that open 
conversation. “What are you interested in doing? And what is your 
farm’s, what is your family’s long-term management goals for your 
farm?” 

And then what we offer is a suite of different approaches to help 
improve, if they are already irrigating, improve the efficiency of the 
irrigation so that essentially the cliche’ is “more crop per drop”, and 
so trying to implement whether it is basic practices, like putting 
on different types of equipment. If you have a spray rig, more effi- 
cient nozzles so you are losing less water through evaporation and 
ensuring more water is applied to the soil. 

But also in bringing more enhanced technology solutions. So, for 
example, a soil moisture probe so that you know exactly when you 
need to apply irrigation water and when your crops do not need ir- 
rigation water, and what is the water depth in the soil profile? Is 
it getting to the root zone where it needs to get to the root zone? 

What is the stress in your crop? So you are basically maximizing 
yield with the least amount of water. But what we are also offering 
beyond just water management solutions are soil health solutions, 
which we think is really critical for the long term. 

And so there are four basic principles to soil health. It is the till- 
age, and so we are really suggesting no till or minimum till. Basi- 
cally do not disturb the soil. 

Cover the soil for as long as possible so it has good residue man- 
agement. 
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Feed the soil so all of the biota, the critters that live below the 
surface of the soil, that the crops actually depend upon for their 
nutrient exchange with the roots. 

Bring diversity with cover crops and good, effective crop rotation. 

And that you are feeding them over a long-term period so that 
really the plants are taking energy from the sun and injecting that 
energy, transferring it into the soil profile. 

Have a living root structure for as long as possible. So you have 
a main cash crop, but then consider other resources like a second 
crop rotation or a cover crop to ensure you are feeding the soil over 
a long term. 

And what we find is that when you have this kind of soil health 
management system, you are increasing your soil organic matter in 
the soil profile, which is crucial. So, for example, a one percent in- 
crease in your soil organic matter will create this massive reservoir 
in your soil profile. So a one percent increase in soil organic matter 
will hold over 25,000 gallons of water per acre. 

So, in essence, you can turn your soil into an underground water 
reservoir so that it reduces your need for irrigation, and even when 
you say you are dry land farming, when your neighbors are going 
to have really stressed and dry soils, you are going to have mois- 
ture in your soils to then protect your yield even during dry peri- 
ods. 

So it is a combination of technological solutions to extend the life 
of irrigation or to minimize withdrawal so that you have sustain- 
able water yields from the aquifer, but then also ensuring your 
soils are as healthy as possible so that when it does rain or snow, 
you are capturing that precipitation and storing it in your water 
and your soil profile. 

Mr. Yoder. Well, I appreciate that description and those strate- 
gies, and I think that those are great opportunities for farmers in 
Kansas to get the biggest bang for their buck and preserve this aq- 
uifer for as long as possible, while still maintaining their way of 
life and producing very valuable crops, feeding America, and so it 
sounds like a strategy that hopefully will help long term. 

AIR QUALITY 

I wanted to ask you a little bit about the Agriculture Air Quality 
Task Force, and I understand there have been several efforts un- 
derway within NRCS to develop science based solutions and con- 
servation measures that not only reduce the agriculture industry’s 
environmental impact, but in many ways enhance our natural re- 
sources through improved agricultural practices. 

Being able to conduct controlled burns is very important to Kan- 
sas agriculture. What efforts are you undertaking to ensure that 
vital agriculture practices can be preserved so that the federal gov- 
ernment does not further disrupt a struggling economy? 

As you know, we have seen a decline in agriculture income, and 
to allow these controlled burns and other things going forward is 
very important. 

Mr. Weller. So prescribed fires is, in our view, a critical man- 
agement tool, whether you are managing prairie, range lands, or 
a forest ecosystem like in the chairman’s areas of Alabama, the 
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short leaf and long leaf pine ecosystems. Fire is a critical compo- 
nent of ensuring the health of your operation. 

And so the Ag. Air Quality Task Force, we really rely very heav- 
ily upon the task force to bring us expert recommendations, to re- 
view what is happening right now in the current state of the 
science, but then also to help USDA understand what are perhaps 
some of the pinch points where fire is not allowed because of poten- 
tial air pollution concerns. 

And so the task force is identifying both the technological solu- 
tions, the current state of the science, but then also helping flag 
for USDA where producers and land owners are feeling or encoun- 
tering some of those constraints. 

And then what are some ideas either to help edify or bring tech- 
nical assistance to the regulatory communities that understand the 
importance of prescribed burning, but also the impacts on agri- 
culture when it is not allowed. 

And then what are some tweaks that we can make to ensure that 
we can appropriately provide for prescribed burning opportunities, 
but then also limit human health error impacts and concerns deal- 
ing with air quality. 

Mr. Yoder. Great. Thank you for your answers. 

Thank you, Mr. Chairman. 

Mr. Aderholt. Mr. Young. 

Mr. Young. Thank you, Mr. Chairman. 

Welcome, gentlemen. I hope you are having a good day. 

Mr. Weller. So far. [Laughter.] 

CONSERVATION STEWARDSHIP PROGRAM 

Mr. Young. I just want to chat for a minute about the Conserva- 
tion Stewardship Program (CSP). In the 2014 farm bill there was 
a change on this to improve the competitiveness nature of the pro- 
gram, and in December of 2015, the NRCS announced a delay in 
plans to change the CSP until the beginning of next year. 

I just want to know how that time line is going, and not nec- 
essarily that there is a need to rush it, but we want to make sure 
that we get it right. 

And in terms of getting it right, I want to echo the sentiments 
of my colleague, Ms. Pingree, about we want it to be effective. You 
know, we would like an idea on the time line, and we also want 
to make sure that the voices are heard by stakeholders and input 
is duly considered, and how you go about bringing in the stake- 
holders to do that back-and-forth and understand how this really 
affects them on the ground. 

Mr. Weller. So the reason for the delay is exactly for the items 
you highlighted, and so let me give a little background as to what 
is going on. It sounds like you are pretty familiar with what we are 
up to, but just for the other members of the committee. 

So the Conservation Stewardship Program is America’s largest 
conservation program. We currently have enrolled about 67 million 
acres, and we have a lot of folks that are benefitting from the pro- 
gram, and overall it is working pretty well. 

But the program, in my estimation and I think in the view of a 
lot of farmers and ranchers, but also a lot of our field folks, is real- 
ly complex. To get enrolled in this program, we have this process 
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we have created. It is called the Conservation Measurement Tool, 
which is like this black box flight recorder that not even we can 
open up and understand what it is doing. 

So when a farmer comes in and enrolls, the Conservation Meas- 
urement Tool basically gives you points, and it is at the end of the 
day too opaque and too complex to understand really what is hap- 
pening. 

So what we really want is to open up the CSP to make it easy 
for our field people to understand and sell the benefits of the pro- 
gram, but more importantly, for our customers to really truly un- 
derstand, okay, this is how I am eligible. Here is how I can en- 
hance the competitiveness of my application. 

But more importantly, what we are doing is linking the enhance- 
ment activities that are part of CSP with the resource concerns. So 
currently what CSP offers, it is a virtual smorgasbord of activities, 
and you can pick and choose across this whole thing, but they are 
not really working as a system to address, you know, it could be 
water management; it could be pest management; it could be forest 
health concerns. 

So what we are coming back with is more scientifically eco- 
logically linking these enhancements to the actual resource objec- 
tive of the farmer or rancher. So to do that, it is complex. 

And we were on track. The original goal, the aspirational goal 
was we would have the new upgraded CSP to roll out this January, 
and I made the decision basically in early December we need to 
slow this down because this is too important of a program. We need 
to make sure we do this right. We need to make sure we do great 
training, that we really kick the tires on this thing in the field, 
take a first test drive, but more importantly, hear directly from 
producers and stakeholders, conservation groups, and commodity 
associations, and really do that outreach. 

So what we are doing right now, we have basically specked out 
and designed the alpha of this enhanced CSP. We have shared it 
with all 50 States. We have asked our States right now in Feb- 
ruary, March and April to get in the field, allow the field staff first 
to get familiar with it, and then start to go on farm and talk to 
individual producers that may already have a contract CSP agree- 
ment. 

Let’s show you the new CSP. What do you think? 

Let’s get some feedback, but then also for some folks who are ac- 
tually signing up this year under the current existing CSP. Again, 
do a side-by-side comparison. Are we getting similar results or even 
better results? 

And then we are going to do more in the spring and summer. 
There will be training and the outreach, and the one-on-one en- 
gagement with our partners, but at the State and national levels. 

And then by October 1 we will have the upgraded, improved, bet- 
ter, stronger, faster CSP ready to roll. 

Mr. Young. Thank you for that. 

You know, whether it is EQIP or CSP, just the importance of 
making sure that the stakeholders and the folks on the ground who 
this affects, that their voice is heard and considered in this process. 
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WATERS OF THE U.S. RULE 

I want to talk about waters of the U.S., and I know this is an 
EPA issue, of course. You know, there are claims that farming is 
exempt from the rule, and ultimately it is concerning that sites will 
either need a Clean Water Act permit or an NRCS exemption when 
things could come along. 

What is your concern with the NRCS and the Army Corps of En- 
gineers maybe having a different determination of wetlands? 

And I talk particularly there about the upper Midwest, the prai- 
rie pothole region, and land is different everywhere as you know, 
the topography. While you did not formulate the rule, what prep- 
arations are you making regarding this when it is dealing with 
farmers and the Army Corps of Engineers? 

Mr. Weller. So to your point, sir, we are not the regulator, we 
are really the assistance provider, and I appreciate your recogni- 
tion of that. 

The best we can do is provide technical advice to a producer. So 
if they are making alterations on their operation and we think that 
they may need to go get a permit, a 404 permit, that they really 
then need to go talk — and here is the organization, you know: the 
Army Corps, the district where you need to go talk to see whether 
you really truly need a permit. 

So our field folks are pretty well conversant on this. They are 
practiced at it, and they really are there more as the advisors, the 
consultants, not necessarily on how to address the concerns, but 
more flagging when we think you may need to permit and when 
you need to go talk to the Army Corps. 

That is when we make sure that handoff happens, but we are not 
there to make the call whether this is a wetland that may be juris- 
dictional or not. That is not our role. That is really ultimately the 
Army Corps’ role. 

Mr. Young. Because you know this is in the courts right now, 
and so I guess we are all in a waiting game right now, but there 
are some concerns out there. 

So thank you, Mr. Chairman. 

Mr. Aderholt. Dr. Harris. 

FINANCIAL MANAGEMENT — ^AUDIT 

Mr. Harris. Thank you very much. 

Let me just ask, and I will be very brief, just ask a question 
about in the testimony on page 7 you talk about improving the fi- 
nancial processes, and you say you had the audit and they reduced 
the material weaknesses and those went from seven to three. 

Could you address the three that remain and what are we doing 
to improve them as well? 

Mr. Weller. So this has been a huge focus for us, and it has 
been one for unfortunately a long term, but I cannot underscore 
how complex this has been and also how far NRCS has come. 

So the three remaining material weaknesses, it is essentially we 
have KPMG, this independent auditing firm, that comes in, and it 
is akin to sort of the New England Patriots coming in and wanting 
to play tackle football and they are the pros. 
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So we have come a long way, and the remaining material weak- 
nesses, number one, are focusing on the internal controls over our 
expenses, and this is principally our expenses in our partnership 
with the Farm Service Agency on the Grasslands Reserve Program, 
which is an old, at this point, repealed program, but we still have 
remaining contracts they need to deliver, and so we need to basi- 
cally ensure we are providing accurate paperwork, frankly, I hate 
to say, so that when we make a payment for producers under the 
program, we really have the substantiating paperwork. 

And that is something the Department, not just NRCS, the De- 
partment needs to do a better job of 

The second is over our financial operations, really our financial 
reporting, and because of some of the errors and findings they 
found, ultimately the auditors could not tie to and substantiate, ba- 
sically provide an opinion on our ending balances. 

So what we are putting in our general ledger, they are basically 
saying you need to improve your internal controls and your report- 
ing processes so that ultimately we can tie to your reporting bal- 
ances at the end of the year. 

And the third is improving our controls and accounting over obli- 
gations and unliquidated balances, and so, for example, we may 
have an obligation on the books, but we are not timely de-obli- 
gating an obligation. So a contract may end or a producer may can- 
cel the contract, and the Oakland NRCS outfit is not timely de-obli- 
gating that contract and returning the funds back to de-obligated 
status. 

So it is not that the funds were improperly used or wasted. It 
is more of just the accounting is not happening in time with where 
it needs to. So it is a lot of very technical, very complex things, and 
again, this comes back to earlier. I appreciate that you just arrived, 
but we talked a little bit about some systems we are putting in 
place to provide better controls over our financial management, the 
Conservation Delivery Streamlining Initiative, where traditionally 
we have asked our field people who are conservationists to be ac- 
countants. Not a good deal. 

I do not want to have our accountants doing conservation. I do 
not want conservationists doing accounting. 

And so what we are doing right now is in the midst of flipping 
that around, and we are putting our conservationists back to doing 
their mission, but then putting all of the back office stuff with the 
pros and upgrading our management controls. So we are really 
close. 

So our goal for 2016, I am calling 2016 the year we get opinion- 
ated. We are going to try and get a qualified opinion on our bal- 
ances so at the end of this year our goal is to get a qualified opin- 
ion, which is a fancy way of saying we end with good, clean bal- 
ances, which means we start fiscal year 2017 with good, clean bal- 
ances. 

And then if we can maintain our balances a whole year for fiscal 
year 2017, we then end fiscal year 2017 with clean balances, which 
is the ultimate goal line. 

So we are pulling out the stops this year. We are doing every- 
thing we can. We are throwing the kitchen sink at this. So, for ex- 
ample, we are bringing in in two weeks all 50 state conservation- 
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ists and all the NRCS allowance holders, basically the people who 
are in charge of the money, and we are having a multi-day finan- 
cial management boot camp. We are getting lay people, you know, 
really real world examples of the do’s and don’ts. 

And really everything that you do, frankly, impacts the financial 
audit, how you hire people, how you fire people, how you procure 
vehicles, how you procure pencils, how you manage your ease- 
ments, how you let contracts. All roll up to the audit, and so we 
want to make sure everyone is crystal clear on their management 
responsibilities to ensure a clean balance. 

So it is an example of our commitment to really get this right 
and make sure that the committee is comfortable with our financial 
stewardship. 

Dr. Harris. I understand. My son is an accountant, and I am a 
physician. I do not understand any of that accounting. You have 
just got to be an expert in it. 

Given that, are you going to hire experts into your shop or are 
you going to use the Department’s experts? How are you going to 
do that? 

Because ultimately, going forward I think the audit indicates, 
yes, you need some expertise. 

Mr. Weller. Yes. Short answer is yes. So within NRCS what we 
have done, and again, with this Committee’s support and oversight, 
again, this is an internal NRCS inside baseball deal. We have, just 
starting this fiscal year, completely overhauled NRCS’ business op- 
erations. So traditionally we essentially were like 52 affiliates 
where each State had their own human resources (HR) financial 
management and procurement operations. 

We have rolled that up so that, for example, for the audit you 
essentially have 52 business entities writing to your general ledger, 
and frankly, they were not necessarily following good accounting 
principles. 

So that leads to the place where we are at. So what we are doing 
now is we have a national business operations team. So services 
are now being provided for all 50 offices from national teams. 

So we are now bringing that consistent management, consistent 
oversight, training, the hiring of real pros who are expert account- 
ants and financial management folks to be part of these national 
teams, and they are the ones that are going to be providing the 
stewardship of the dollars, ultimately ensuring that we are doing 
a good job for service delivery, but then making sure at the end of 
the year we can report out our finances effectively. 

Dr. Harris. Well, thank you very much. It sounds like you have 
got a handle on it. 

I yield back. 

conservation delivery streamlining initiative 

Mr. Aderholt. Let me go back on the CDSI that we had talked 
about a little earlier. 

Are you still expecting the project to cost around $204 million in 
total? 

Mr. Weller. Yes. Let me just break that down. That sounds like 
a really big number and it is. To date since we started this in 2010, 
NRCS has expended about or obligated about $56 million. The total 
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life cycle over ten years, the total development costs are about $100 
million, and the remainder is actually the O & M, the operations 
and maintenance of the system. 

So to deploy the three legs of this new strategy, the total cost 
over ten years is about $100 million to plan and design and basi- 
cally build a system, and then to operate it basically ongoing costs 
that all IT systems require is about another $100 million over ten 
years. 


EMERGENCY WATERSHED PROTECTION 

Mr. Aderholt. The fiscal year 2016 Omnibus provided $157 mil- 
lion for Emergency Watershed Protection Program (EWP) to fully 
fund the massive backlog of projects in need of disaster assistance 
funds. 

How has the NRCS administered these funds? 

Mr. Weller. So we are about to allocate those funds out to the 
States, and again, we are very appreciative of the committee’s un- 
derstanding and response to the concerns for disaster recovery and 
disaster restoration assistance across the country. 

So we have a backlog of projects because we are essentially out 
of funds, particularly for non-Stafford Act emergencies. And so 
what the committee did, which is really very appreciated, is pro- 
vide resources for those non-Stafford Act disasters. 

So we are about a week away from allocating those monies to the 
States and then turning our local State offices and to our partners. 
Critically, these are all locally sponsored and led projects, turning 
them loose to actually do the recovery on these projects that have 
been waiting for help. 

Mr. Aderholt. You mentioned the backlog. What is the current 
backlog? 

Mr. Weller. About $127 million. 

Mr. Aderholt. Oh, as of December 2015, there was over $110 
million backlogged for EWP, just that alone. Why were no funds re- 
quested for any watershed programs, including the Watershed Re- 
habilitation Program, which received $12 million last year, and the 
Watershed and Elood Prevention Program, for which you requested 
$200 million last year? 

Mr. Weller. Well, we have done a good job with the resources 
the Congress has provided us. So, for example, out of the Water- 
shed Rehabilitation Program in the 2014 farm bill, it provided 
about $250 million in mandatory money for the Rehabilitation pro- 
gram, and NRCS was able to take those resources and, within a 
matter of about 6 to 8 months, worked with partners and identified 
key projects, the watershed infrastructure projects that are most at 
risk of failure and also presented the greatest risk to public safety 
and get all of those dollars obligated into planning, design and con- 
struction contracts. 

So we are pretty proud of how quickly we were able to respond, 
and once all of those projects are fully constructed and built, we es- 
timate it will protect the life and safety of over 300,000 people 
across the country. So it is a pretty, I think, significant, positive 
return on investment. 

We are appreciative of the resources provided in the 2016 Appro- 
priations Act that provided monies, discretionary dollars, also for 
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the Rehabilitation Program. Historically for the administration 
they have not requested discretionary money in the rehab program, 
and the President’s budget cites this as not the priority within the 
budget. That is as far as I can go as to why they were not provided 
in the budget. 

Last year in 2016, again, the President requested $200 million 
for the Watershed Operations Program. This year the administra- 
tion and the President is not requesting $200 million in that pro- 
gram, but my understanding is the dollars were instead, in es- 
sence, provided or maintained in the mandatory programs. 

So this is the first President’s budget as far back as I can re- 
member, at least back to 2002, where a President has not in this 
case called for or proposed cuts to the mandatory farm bill pro- 
grams. The Environmental Quality Incentives Program is fully 
funded. Conservation Stewardship Program is fully funded. The 
Agricultural Conservation Easement Program is fully funded. 

So the big three conservation programs are fully authorized at 
their level in the President’s budget, and so I think it was a policy 
choice on where to invest those dollars, and the administration de- 
cided to not propose cuts, which just so the committee understands 
is, in essence, then a cost, and instead those dollars were main- 
tained in the farm bill programs and not redirected into the Water- 
shed Operations Program. 

Mr. Aderholt. Thank you. 

Ms. Pingree. 

AGRICULTURAL CONSERVATION EASEMENT PROGRAM 

Ms. Pingree. Thank you very much, Mr. Chair. 

I want to talk just a little bit about the Agricultural Conserva- 
tion Easement Program (ACEP). I think you know how important 
a program like this is. I know in my State in the next ten to 20 
years about a third of our farmers may exit being farmers, and we 
are actually doing pretty well getting new farmers in. That means 
that we often need easements as a tool to help make that transi- 
tion, and it has really been very beneficial when it works. 

The 2014 farm bill consolidated the Farmland Production, Grass- 
land Reserve, and Wetland Reserve programs into the Agricultural 
Conservation Easement Program. My understanding is that the 
easement program gets about 29 percent of the funding under this 
consolidated program, which is less than it had in the past. 

So even though I recognize the value of all the components of 
that, I think the allocation could be more fair given my concerns 
around that. 

So how are you working to make sure the funding allocation be- 
tween agricultural easements and wetlands reserve easements is 
more equitable? 

And the other thing I wanted to ask about is also in the 2014 
farm bill. There was a direction that agricultural land easement 
plans be developed under the agricultural land easement compo- 
nent of the program. 

Farmers, I do not have to say, rarely have any expertise in writ- 
ing an easement plan, and that is really important technical assist- 
ance. So how are you supporting them in being able to do that? 
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And again, I cannot emphasize enough how particularly impor- 
tant this is when you have older farmers who want to pass their 
farms on to new farmers when there is development pressures and 
communities want to preserve a farm. We are just going to see that 
happening more and more with the value of farmland going up and 
farmers aging out. 

Mr. Weller. It is a critical tool, and it is a really valuable pro- 
gram for us, and we are appreciative to have the authority and the 
responsibility to deliver, I think, one of the biggest easement pro- 
grams in the country. 

It is way oversubscribed. So, for example, just on the easement 
side, on the wetland easement side of the component, the one leg 
of the ACEP, we can only fund 18 percent of the funds required, 
and on the ag land easement component, the working lands ease- 
ment component, we can only fund about a quarter, 25 percent of 
funds requested. So it is way oversubscribed. 

You asked about the allocation. This is something between the 
split between these two legs, between the ag land easement and 
the wetlands reserve easement. It is demand driven. So historically 
if you look back to when we had essentially three easement pro- 
grams, the Wetlands Reserve Program, the Farm and Ranchland 
Protection Program, and the Grasslands Reserve Protection Pro- 
gram, traditionally the dollars were about 70-30. Seventy percent 
roughly, plus or minus, were for wetland easements and the other 
30 were for the working land easements. 

And that demand has continued to essentially follow the histor- 
ical trend. So we allocate the funds to States based on demand, and 
then the split is really based upon, again, the demand at the State 
and local level for the programs. 

This is not a decision that I made or the national program lead- 
ers make on how to split the funds. It is really about what the local 
folks need to deliver the program and what landowners, frankly, 
are interested in doing. 

Ms. PiNGREE. So it might be interesting at some point just to get 
a sense from you — you do not need to do it now — of what amount 
of money it would take to get closer to filling the backlog on that. 
I think that becomes increasingly important in the whole scope of 
what we spend through USD A. 

This is not one of the biggest programs, but maybe some input 
would be helpful there. 


CSP SIGN-UP FEE 

I will just ask you one other question. You talked quite a bit al- 
ready about the Conservation Stewardship Program (CSP), and in 
all these areas I really appreciate the thought you are giving to it: 
the reorganization, the modernization, updating, thinking it 
through. I think that is just going to have great long-term benefits. 
So thank you for doing that. 

I wanted to just look at a small area. There is a new payment 
minimum of $1,500 for the 2016 sign-up period, and we applaud 
that. It is a big opportunity for small producers because, as you 
know, if you were too small, you probably would not get into the 
program because there were just higher costs to do that. 
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And so when you are restarted, I think that NRCS should do 
more to promote this change so that people know more about it. So 
in your rethinking of this, have you included some opportunity for 
outreach on that? 

Are you planning to actively promote the $1,500 minimum na- 
tionally at the State level? 

What are you thinking about that? 

Mr. Weller. So just real quickly, first, and I apologize for not 
answering your question on the easement plan. We just quickly 
touched upon that. 

NRCS can help producers develop that easement plan. 

Ms. PiNGREE. Oh, right, right, right. 

Mr. Weller. And the partner can also develop it. So it is some- 
thing that does not need to be really wonky and complex. It is 
something that we think is easy to do, and we really want it to be 
substantive, but we are not expecting an individual landowner to 
have to come up with his or her own easement plan. 

So it is something that we have assistance. We actually will help 
people plan and then use their plan long term. 

It is a living document. So it is something that can change over 
time as the management in the farm wants to change. It is really 
something to help a farmer, not something to be punitive. 

Ms. PiNGREE. And great. Thank you for that because you’re right 
that it’s an important program. 

Mr. Weller. Regarding CSP, we need to do a better job of mak- 
ing the program attractive to small producers. They could be small 
by farm sales, by acreage. They could be suburban, urban oper- 
ations, but really limited resource producers also. 

Just traditionally they were not ever attracted to the program 
because ultimately their payment was not worth their time and 
hassle. 

Ms. PiNGREE. Right. 

Mr. Weller. So we think a $1,500 minimum, which we can sup- 
port from a stewardship standpoint, but also from a financial 
standpoint will make this more attractive, particularly for smaller 
operators. 

And, yes, we really want to promote this big time, but also we 
really want our partners, both in the ag community and in the con- 
servation community to help do that outreach, and in the organic 
community. We think this is a great program that would be excel- 
lent for organic production to take a look at and really see how it 
could help benefit their operations. 

So we really would like to talk to any and all organizations that 
can help us do good outreach and understanding, but, yes, we are 
excited about a higher level minimum payment, and we think it is 
going to have more people take a second look at the program and 
expand, I think, the diversity of folks in every sense who are par- 
ticipating in CSP. 

Ms. PiNGREE. Great. Well, I am glad you are enthusiastic about 
that, and we definitely also can give you some more ideas of who 
can help with the outreach. 

Thanks. 

Mr. Aderholt. Mr. Young. 
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WETLANDS DETERMINATION METHODS 

Mr. Young. Just a final issue I want to bring up, and that is an 
issue I brought up last year regarding the State off-site methods, 
SOSM. 

As you know, I mentioned earlier just the uniqueness of the land 
in the upper Midwest, the prairie pothole region, and since you 
were last before the committee, the process has been implemented. 
Can you just give us some insight about how those methods are 
going and a little update on this? 

Mr. Weller. Yes. So just real quickly background, what this is 
is dealing with our responsibilities on wetlands compliance, and in 
the prairie pothole region, particularly the four main States, which 
are Minnesota, North Dakota, South Dakota and Iowa, frankly, 
NRCS in each State was taking a different approach on how to do 
wetland determinations. 

So we are bringing a standardized, consistent, transparent, ac- 
countable approach for doing wetland determinations, and in some 
of the States we are doing a lot of what we call on-site, where we 
literally have folks drive out to every farm and do the on-site deter- 
mination, which is fine, but in the end it is very time intensive and 
very expensive. 

So we instead are now putting in across the four States a con- 
sistent approach where we are using off-site technology, so aerial 
photography, remote sensing technology, and where we think we 
can do as accurate a determination as an on-site, but in half the 
time. 

So, for example, we currently have a backlog of about 3,300 de- 
terminations left in the four States of the prairie pothole region. If 
you were to do all of those on-site, you know, that would be the 
equivalent of dedicating 24 or 25 people full-time and that is all 
they did. 

If you do off-site methods, it is about ten to 12 people full time 
to do the determinations. So you can get all of the determinations 
done with half the people, half the cost, and do just as accurate a 
job. 

But let me be clear. If a producer does not like their off-site de- 
terminations, they have the absolute right then to request an on- 
site. So they still have access to an on-site if they do not trust what 
was determined and they really want to have someone come out to 
kick the dirt and really see what is going on in the field. That is 
absolutely their right, and they can ask for that. 

They can then appeal that determination to do a second on-site 
determination. They can then appeal that to the National Appeals 
Division. So all of the protections and ability of a producer to really 
get a determination they trust and that has gone through a very 
solid and accountable process is still there, but we think the vast 
majority of producers are going to get their determinations made 
faster, more accurately, and they will be happy with the determina- 
tion because a lot of times it is a no wetland determination and 
they can get their report quicker, faster. They can get improve- 
ments in their fields done faster. 

Mr. Young. So how often has an appeal been filed? 

And then talk about the decision being reversed. 
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Mr. Weller. Appeals, I would say a relatively small proportion 
because most times it is a non-finding. There is a no wetland deter- 
mination. So a producer just wants that assurance that that is 
what they knew, but before they put in the tile line or make the 
change in their operation, they really do not want to risk losing 
their USDA benefits, and so they just need a determination. 

Unfortunately, because of the huge surge in demand for deter- 
minations, it was taking our field folks a long time to get to them, 
which is very frustrating then because then you are waiting some- 
times months or longer to get your determination so that you can 
move forward with improvements in your farm. 

Mr. Young. And those benefits specifically being there could be 
large crop insurance benefits? Is that what you are alluding to? 

Mr. Weller. Well, the crop insurance benefits now, yes, have 
been recoupled in the new farm bill, but really I was speaking to 
the NRCS FSA benefits, not necessarily the risk management ben- 
efits. 

Mr. Young. Thank you. 

Mr. Weller. Thank you. 

Mr. Aderholt. Ms. DeLauro. 

Ms. DeLauro. Thank you very much, Mr. Chairman. 

Chief, it is very nice to see you. I just would mention that we 
knew you were a star in 2007, and you continue to be a star, and 
I wanted to say personally a thank you to you because I had just 
become the Chair of the Agriculture subcommittee of Appropria- 
tions in 2007, and you came from the Budget Committee to staff 
this subcommittee, and I thank you for helping me get through the 
2008 farm bill, and it is a delight to see you here today. 

I was also pleased that we were around for the birth of your sec- 
ond child. 

Mr. Weller. Thank you. 

Ms. DeLauro. And I hope everyone is well. 

Mr. Weller. Thank you. 

Ms. DeLauro. It is great to see you here, Jason. 

Mr. Weller. Thank you. 

ANTIBIOTICS AND LIVESTOCK 

Ms. DeLauro. I have two questions that I want to ask. The first 
one is about antibiotics and livestock, and it is a crisis, and we 
think that environmental stewardship efforts should play a key 
role in addressing the problem. 

As you know, antibiotics are routinely fed to healthy animals and 
can contaminate critical natural resources. NRCS’ land conserva- 
tion programs, in my view, can and should play a critical role in 
looking at how we improve water quality and animal health. 

So you have got conservation activities, vegetative buffer strips, 
and perennial cover. They are effective in reducing those levels and 
surface runoff in farmland, practices in keeping antibiotics out of 
the water supply and the food supply. 

You have got a group of practices that can help to deal with this 
in many respects. What I want to ask you in this regard is: is 
NRCS able to utilize the tools that are available through the Con- 
servation Stewardship Program and EQIP to support producers in 
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their efforts to combat resistance through management production 
practices? 

And is there an opportunity to create an initiative through EQIP 
or a new effort through CSP that would be aimed at addressing an- 
tibiotic resistance? 

And is there adequate funding for these programs? 

And then I have an additional question after that on watersheds. 

Mr. Weller. Nice to see you, ma’am. 

Ms. DeLauro. Good to see you. 

Mr. Weller. Thank you. 

So antibiotics and really animal health is not necessarily a direct 
resource concern that NRCS traditionally focuses on. We more 
focus on the wildlife population, soil, water, air quality. You under- 
stand all of that. 

But a lot of the practices, as you said in your remarks, can ad- 
dress transport off an operation of animal waste that could contain 
in this instance biotic materials to prevent them from getting into 
surface waters. 

So, yes, when we are working with a producer or a livestock op- 
eration to better manage their manure and other animal waste, to 
manage their incorporation of manure and animal waste into the 
soils is part of the recycling process of the nutrients and putting 
in basic protections around the farm so that water and soil do not 
leave the farm. You really keep all of those valuable components 
on the farm, but also prevent pollution from leaving the farm field. 

Absolutely, I think there could be a direct benefit on this, but 
having a specific initiative that we focus on antibiotics is not nec- 
essarily something that we are authorized to do. 

Ms. DeLauro. I understand that, but I am just thinking that 
with the efforts that you do have that, in fact, this can play a very 
big role in us being able to, again, deal with food supply, water 
supply, et cetera, and cut back because of the practices. 

And I would just ask you to keep that in mind and think about 
the use of EQIP or others to be able to address this issue. And I 
know you are not authorized to do it, but I think we can get a dou- 
ble benefit out of what you are authorized to do and then what is 
a consequence of what you are doing in terms of this issue, which 
is of particular importance. 

Mr. Weller. Yes, absolutely. A lot of our practice is really to im- 
prove animal health, and so you could, for example, have a dairy 
operation where the dairy cows spent a lot of time in pastures that 
are denuded, that are full of muck, that are not good environments 
for dairy health, and the conservation practices can come back in 
and improve the health of the pastures. You have further grazing 
opportunities. It protects the soil, protects the water that is leaving 
the farm, but it also, frankly, improves the health of that dairy, 
and so the animals themselves are healthier, more resistant to dis- 
ease. 

You have less milk loss production because the animals are in a 
better state. So there is that indirect benefit that may address a 
component of what you are concerned about as well. 

emergency watershed programs 

Ms. DeLauro. Thank you. 
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And this is about watershed operations. We are very grateful to 
your efforts in helping us in Connecticut, given what happened 
with Hurricane Sandy. As you know, businesses, homes really were 
destroyed and the shoreline completely reshaped as a result of 
that. 

You played a vital role in helping us to address that. If you could 
just speak to the value of the Emergency Watershed Protection 
Program and why it is so important for this body to provide sub- 
stantial and robust funding in the wake of a natural disaster, such 
as super storm Sandy, which was really devastating and we are 
still feeling the consequences of that today. 

Mr. Weller. It is a really important program, and we had a lit- 
tle bit of dialogue before you were able to arrive on EWP. This 
Committee has provided the resources we are very appreciative of, 
and as you know, after the 2011 Deficit Control Act, previously 
emergency appropriations, this program has traditionally been 
funded through emergency appropriations. 

Ms. DeLauro. Right. Right. 

Mr. Weller. It has to be for Stafford Act disasters only. 

Ms. DeLauro. Right, right. 

Mr. Weller. Which limited a lot of support that we could pro- 
vide traditionally for non-Stafford Act disasters around the country. 

And what we are very appreciative of, and a lot of these commu- 
nities will be very thankful for, is this Committee invested signifi- 
cant resources in the EWP for non-Stafford Act disasters. So these 
are local, smaller scale disasters that would not necessarily rise to 
a presidential declaration. It could be a wildfire. It could be a hur- 
ricane. It could be tornadoes or ice storms, but things that are real- 
ly damaging to agriculture, but really to communities. 

And so the money is provided by the committee, and we are 
going to in the next week or so allocate out about $127 million in 
non-Stafford Act assistance that will go to States all over the coun- 
try, to these local communities. 

And to be clear, this is not benefitting NRCS. It is local project 
sponsored. Cities, townships, counties are the project leads for this, 
and so it is about removing debris from waterways that prevents 
flooding. The next time it rains or storms, you are not going to be 
destroying infrastructure or washing out a bridge or a culvert. 

It could be wildfires in the West, particularly this past summer 
in Washington and Oregon and California, devastating wildfires 
that right now have naked slopes, and when it is raining and 
snows, all of that sediment and debris comes washing off the moun- 
tainsides. As we have seen dramatically in Colorado, it can have 
devastating effects. 

So we can come back in, re-vegetate, re-inforce that, put in diver- 
sions so that it protects communities and homes from flooding and 
from damage from debris, but also rehab those mountainsides with 
vegetation. 

We have an enormous array of tools in the tool chest, but criti- 
cally these are locally led projects, and it is about helping local 
communities and townships recover from a disaster event. 

And the program is really vast, and we are very proud of how 
quickly it moves. It is locally led and targeted and ultimately we 
think really successful. 



734 


Ms. DeLauro. Right. And we are really grateful, again, in the 
help for West Haven, Connecticut in the purchase of flood plain 
easements, which was really very, very critical. 

So thank you and just the very, very best. 

Mr. Weller. Thank you, ma’am. 

Mr. Aderholt. Mr. Palazzo. 

GULF OF MEXICO INITIATIVE 

Mr. Palazzo. Thank you, Mr. Chairman. 

Thank you, Mr. Weller, for being here today. 

I would like to discuss NRCS efforts being conducted in the Gulf 
Coast region. There is a ton of environmental and biological diver- 
sity along the coastline of the Gulf of Mexico, and so I would like 
to bring up a couple of questions regarding the steps being taken 
by NRCS to ensure the preservation of these natural resources in 
the region. 

I mean, we have 1.3 billion pounds of seafood that comes out of 
the Gulf of Mexico each year. How are you all working with local 
fishermen and others to preserve our fish and shellfish stock while 
also meeting the public’s demand for gulf seafood? 

Mr. Weller. So, in part, sir, we recognize the value of private 
land stewardship in terms of maintaining the health and the boun- 
ty of the Gulf Coast ecosystem, and it is one of the reasons why, 
in the wake of the Deep Water Horizon oil spill, USDA was a 
strong advocate for participating in the Trustee Council and the 
Restore Council efforts in the Gulf Coast region, and really our 
mantra has been if you look at the land ownership in the five 
States of the Gulf Coast region from Texas all the way to Florida, 
almost 90 percent of the land in those five States is privately 
owned, and those are predominantly rural lands. They are farmed; 
they are forested; and they are ranched. 

So if you care about both the water quality and the quality of 
life, the economic vibrancy of those communities, you have got to 
start first and foremost with those farmers and ranchers. 

So, for example, we then launched a targeted effort which we call 
the Gulf of Mexico Initiative you may have heard about. Because 
we like acronyms, we call it GOMI, G-O-M-I, where we identified 
one or two river systems, small river systems that went upland 
into the upper parts of the State, but really impacted Gulf Coast 
resources, and there we are working voluntarily with farmers and 
ranchers to put in place conservation practices that improve their 
bottom line, but also reduce loss of sediment and inputs off their 
farm fields, ultimately then reducing water quality concerns down 
in the Gulf Coast region, and we think then helping to heal the es- 
tuaries that those shrimp fishermen depend upon for their produc- 
tion. 


MISSISSIPPI RIVER BASIN INITIATIVE 

Mr. Palazzo. Yes, and I have heard some talking about the Mis- 
sissippi Basin watershed. You know, all of the water from all of the 
States along the Mississippi, it comes eventually and enters into 
the Gulf of Mexico, dumping nutrients, and other human activities 
are going in there, and it is creating as you also know a dead zone 
in the Gulf of Mexico. 
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In 2015, I think it was probably one of the largest that we have 
seen in a long time, almost 5,000 square miles. The Hypoxia Task 
Force only covers 1,900 square miles, the size of Connecticut and 
Rhode Island, just to put it in perspective. 

So it is not just, you know, our State. It is the entire watershed. 
What initiatives do you have? And I understand, you know, con- 
servation especially in Mississippi and southern states, I mean, we 
take conservation very seriously. We want clean water. We want 
clean air. We want to continue our sporting heritage for genera- 
tions to come, fishing and so forth. 

Is there an emphasis on trying to address how we can shrink the 
dead zone or prevent it from becoming larger? 

Mr. Weller. Yes. So we have had, similar to the Gulf of Mexico 
Initiative, this is what we call landscape approach to conservation 
in the Mississippi called the Mississippi River Basin Initiative, 
MRBI, where we know we do not have the resources to treat every 
acre. You cannot provide palliative care to every farm field, but 
what we are trying to do is to then target where there is the great- 
est risk of loss of sediment or nutrients. 

So we generally know through science and State and local folks 
where those areas are, those kind of critical areas, those priority 
zones. We are then focusing, targeting assistance to producers, vol- 
untary assistance again. 

But it is hard when you talk to producers, I am sure you realize, 
whether they are in Wisconsin or Minnesota or Iowa. They do not 
really have the emotional personal connection with the Gulf of 
Mexico, but they do have that personal connection to their local 
creek, their local watershed, their local community. 

And so, for example, that is why we are partnering with the 
State of Iowa and their Iowa Nutrient Reduction Strategy, working 
side by side with the Iowa Department of Agriculture and others, 
the Iowa Agricultural Water Alliance, where they are taking a 
proactive voluntary approach working with farmers in Iowa to ad- 
dress the local concerns that may be impacting the City of Cedar 
Rapids or Des Moines. 

Ultimately it will benefit folks on the Gulf Coast, but you are 
making it tangible and real for folks in Kentucky, in Ohio, in Indi- 
ana, how they can be part of the solution, but also see improve- 
ments in their communities that ultimately will roll up to cleaner 
water flowing in the Gulf 

Mr. Palazzo. Well, we just need to get them to come down there 
and do some fishing, and I believe they will have that emotional 
connection to the Gulf Coast. 

Mr. Weller. Right. 

Mr. Palazzo. Thank you, Mr. Chairman. 

Mr. Aderholt. Is that an invite? 

Mr. Palazzo. That is an invite for everybody on the committee. 

Mr. Aderholt. Mr. Farr. [Laughter.] 

Mr. Farr. You pay the airfare and we will be there. 

Thank you very much, Mr. Chairman. 

Thank you, Mr. Weller. 

I have always been impressed by your leadership and knowledge 
particularly in this area. I think you have got a great public career 
in front of you, and I hope you will stay in public service. 
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ORGANIC PRODUCTION AND CSP 

I want to ask you a question about the Conservation Stewardship 
Program, the CSP, and organic production. In my State of Cali- 
fornia, producers have enrolled over one million acres in CSP since 
the program was created in 2009. I am pleased to see that the or- 
ganic producers in California have been able to take advantage of 
this opportunity illustrated by the fact that last year 25 percent of 
all the acres funded through the CSP in California were organic. 
That was well above the 2015 average of less than one percent of 
all acres enrolled in the program. 

Through the CSP, organic producers can adopt conservation en- 
hancements that address their unique conservation needs and 
farmers transitioning into organic production can receive support 
for their management efforts as they complete the three-year tran- 
sition period. You have to be clean for three years before you can 
start growing organically or marketing organically. 

I understand that NRCS is in the process of finalizing a major 
overhaul of the CSP, which is scheduled to update the program for 
the 2017 sign-up. I appreciate the NRCS effort to make the CSP 
more accessible, flexible, and farmer friendly. 

But I also want you to assure us that the key conservation activi- 
ties that benefit organic producers are not eliminated in this proc- 
ess. It is absolutely critical that these enhancements not only re- 
main available to NRCS as NRCS revises CSP for next year’s sign- 
up, but they should also be appropriately scored and rewarded to 
reflect the environmental benefits achieved. 

So I have heard some concerns that the changes may be made 
to the program and those changes would eliminate some of these 
organic oriented practices, including transition to organic cropping 
and grazing, as well as organic Integrated Pest Management, IPM. 
Could you speak to those issues? 

Mr. Weller. It is good to see you, sir, and I appreciate your sup- 
port for NRCS over the years, and I have enjoyed working with you 
both on this Committee, but also in this role, in this capacity, and 
I appreciate your support for NRCS. 

So we had a little bit of conversation before you were able to ar- 
rive about CSP, and we are looking at upgrading the CSP and 
making it a more flexible, transparent, easy to use program. So we 
think it is a good program. It is America’s largest, maybe the 
world’s largest conservation program. 

So we are taking that responsibility very seriously, which is why 
I delayed the rollout of the enhancement, the upgrade. My grand- 
father was a carpenter, and he always had his adage, “measure 
twice, cut once.” 

We are measuring about five or six times because I need to make 
sure; we need to be 100 percent confident this is going to work, the 
producers will like it, and it is an improvement. We cannot afford 
to go backwards. 

So what we are doing right now is we have sent out kind of the 
alpha model of this upgrade out to the States, and we are asking 
our State offices, but critically some key district offices or field of- 
fices, to do a one-on-one test drive of the upgraded CSP right now. 
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So February, March and April are the three months we are rely- 
ing on our field people across all 50 States. We need to have geo- 
graphic diversity and production diversity, and hear directly back 
from them and from customers, from farmers, what do they think. 

And so that is one of the things we are asking them to look at, 
is organic production. How does the new CSP work, fit or not? We 
think it fits and will be very popular and well received by the or- 
ganic production community, but we need to actually make sure. 

We are not throwing all of the enhancements overboard. We are 
actually, frankly, getting rid of some of the flaky ones and we are 
putting in better enhancements. So we think it is going to be in the 
end a much better program and easier to use. 

STATE AND LOCAL GOVERNMENT PARTICIPATION 

Mr. Farr. One of my boilerplate sort of questions as I am leaving 
Federal service and all of the committees is what I have been con- 
cerned about is how the Federal Government brings so much to the 
table at the local level, at the State and local level, and how often 
we never require those local governments, which are part of the so- 
lution, the family of governments that provide all of the services 
and infrastructure; how little we require of them to sort of get 
these benefits. 

I mean, normally, you know, every grant you give the private or 
public sector they want to know how much skin is in the game. 
How much are you putting up? We do not ask. 

And I wondered in your program: do we ask States and local gov- 
ernments using their zoning authorities; are we paying for pro- 
grams that essentially ought to be protected under other laws and 
where the States ought to have those responsibilities? 

Mr. Weller. Well, I do not want to necessarily get between Con- 
gress and a local county supervisor. We do not necessarily in the 
programs that we deliver. They do not require or expect, in most 
cases, that local match or contribution from local government. It is 
really a relationship between an individual landowner and NRCS. 

But there are examples. Like we had in a previous conversation 
about the Emergency Watershed Protection Program, which is ac- 
tually locally led. So that is a county or city or township. They are 
the project sponsor. They have to be bringing a match. 

So it does not necessarily have to be cash, but they can be pro- 
viding in-kind support, so engineering support, doing all of the ad- 
ministration assistance. 

Mr. Farr. Well, this is kind of a generic question that I think 
that we ought to engage other governments in being part of the so- 
lution. We were talking about it yesterday with veterans’ benefits 
and things like that, and we cannot solve the problem for veterans 
unless, you know, you have local support there in their commu- 
nities. 

It is just a generic question of whether you kind of rank States. 
I mean, California does a lot of land use protection because of all 
the laws, the riparian laws, slope laws, all the kinds of things that 
each city and county have to do in developing their general plan. 

And I think that may be why California as a percentage of real 
estate does not have as much in this program, because I think a 
lot of it is taken care of locally. So there is a State that has used 
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self-help to essentially arrive at the same consequences that this 
program is trying to do. 

Those States ought to he rewarded more. I mean, we ought to 
use this as a carrot and a stick, and I do not think we have much 
stick. Anyway, it is not going to he answered in this appropriations 
hearing, hut it is just something I think we ought to be thinking 
about as we are going to try to get a better bang for our federal 
buck. 

We ought to require that our partners in this program put some 
skin in the game or some zoning or some land use management. 

REGIONAL CONSERVATION PARTNERSHIP PROGRAM 

Mr. Weller. Well, with the Chairman’s indulgence, if I may just 
respond, so we actually do have a carrot, and I have not had a 
chance to talk about it yet, and that is a new authority that the 
2014 farm bill provided. It is called the Regional Conservation 
Partnership Program, and the way we have taken this new author- 
ity is to sort of turn what we do inside out, and instead of NRCS 
saying, “Well, this is the watershed. This is the forest. This is the 
county we are going to come and fix for you,” but instead it puts 
all of our tools on the table, so easements, financial systems, tech- 
nical systems, engineering expertise, and it asks partners to iden- 
tify what they want to do. 

And so it is a competitive program. We just awarded two weeks 
ago the second round of funding, and what is really exciting is 
while NRCS on our own through appropriations provided by Con- 
gress, we have funded about $590 million. We laid out the expecta- 
tion that competitive projects are ones that are actually bringing 
match, bringing contributions. 

And so out of $590 million, we have leveraged over $900 million 
of match to then go with those locally designed, locally led projects, 
and what is really exciting to me and what I am really encouraged 
by is that local governments are now aware of this and coming to 
the table. 

So these are counties and these are local municipalities that are 
worried about their water supply, and they see source water protec- 
tion, for example, as a better return on their local tax dollar than 
having to go upgrade their water facility or their sewage treatment 
plant, which is very expensive grant infrastructure. Let us put that 
money in green infrastructure. 

And so they see this opportunity to leverage federal money, 
NRCS money with their local tax dollars to go up and do source 
water protection to provide better water quality for communities. 

So I am really heartened to see thousands of partner organiza- 
tions coming forward, many of which are local units of government 
and they now have an opportunity to actually lead in a federal so- 
lution as opposed to just being left behind or not part of the con- 
versation. 

Mr. Farr. Well, that is the way it should be, and hopefully you 
will keep track of those that can work themselves out of the pro- 
gram. I mean, that is what we are trying to do, is stimulate self- 
help. 

Mr. Weller. Right. 

Mr. Farr. You know, teach them to fish. 
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Thank you. 

Mr. Weller. Thanks. 

Mr. Aderholt. Mr. Valadao. 

Mr. Valadao. I apologize, Chairman. I have got three commit- 
tees at the exact same time, but this timing is perfect. I am guess- 
ing Young had something to do with allowing me to jump some- 
where in there. 

Mr. Aderholt. Yes. 


CALIFORNIA DROUGHT 

Mr. Valadao. He will take credit for it anyway. 

Thank you, Mr. Weller, for your time today and Mr. Young. 

Simple questions. Obviously this is a big deal. The NRCS plays 
a huge role there in the valley, especially everything that is going 
on in the drought, and with the ongoing drought we are facing in 
California, NRCS has committed substantial investments to help 
producers conserve water and build flexibility in their operations. 

In California alone, more than $27 million of fiscal year 2015 En- 
vironmental Quality Incentive Program’s funding is directed to- 
wards practices that benefit water conservation resilience. 

NRCS has announced an additional $21 million in farm bill fund- 
ing targeted to Western States experiencing drought. It is impor- 
tant that farmers have the necessary resources available to 
strengthen agricultural operations. 

What is NRCS doing to make these types of programs available 
to the public? 

And a little bit to add to that, just obviously making it to the 
public, but working with your locals. I know quite a few of us, 
being a farmer myself, folks involved in this making sure that staff 
is trained, that they are properly trained. 

And I have heard that there is a little bit of a turnover in some 
of the smaller counties, and that makes it a little bit more difficult. 
So that piles onto the same question as well, making sure that they 
actually know what they are getting into and how to handle as the 
process moves forward. 

Mr. Weller. So if it is okay, sir, I actually will go in reverse and 
first address your second point. 

I am personally very concerned about the level of what we call 
attrition, people leaving, and it is a pretty high rate, and there are 
a lot of things going on there. 

I think there is, number one, a generation that now they have 
done service, and what is great about NRCS is there are folks that 
spend 30, 40, 50 years of their careers with just NRCS alone, which 
says they really value the mission. They are now retiring. 

But really there are also folks that are burning out because of 
the workload, and if you look at our staff overall from where we 
were just in 2012 to today, we have lost over 1,500 staff because 
of funding reductions, but the workload has not gone away. So that 
has been my responsibility, it is on us to identify how we take some 
of that workload, the burden, off our field folks, but then also pro- 
vide them the training and support they need. 

So it starts with simple things like what we have done is we 
have scrubbed what we call above State, basically the overhead of 
the whole operation, and trim out as much of the unnecessary over- 
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head as possible, which is saving tens of millions of dollars and in- 
fusing that back into the field. 

This was a point Mr. Farr raised with my predecessor a few 
years ago like on our vehicle fleet. We had used at one point over 
10,000 cars and trucks. We have cut that back by close to 20 per- 
cent. Just the operational savings and the capital outlay savings to 
maintain that fleet, we saved $53 million over the last three years. 
That is all money that goes back into the field to hire and train 
and retain employees. 

So I care very much about the local field folks. They are under- 
resourced, and we are really trying to bring both more boots on the 
field, but also give them better support so they can do their job 
easier. 

So regarding your second point on drought, we understand that 
the drought for California obviously has been devastating. It is a 
millennial drought, the worst in 1,000 years or more, right? It is 
very serious. 

So NRCS has been targeting as much additional assistance as we 
can. We are maxing out our local field folks, but we are really try- 
ing to provide as much both technical and financial assistance to 
farmers, producers in the Central Valley, the San Joaquin and Sac- 
ramento Valleys, but also the Gulf Coast and Salinas Valley, really 
across the State to help them be as efficient as possible with their 
water; if they do not have access to water, locking down their 
fields, protecting the soils to prevent them from eroding away when 
the rains have returned or when the wind blows so that their fields 
are not degraded or injured so that when they are able to plant 
again, they are going to have resources available. 

So if you look nationally, NRCS over the last four years has in- 
vested over $1.5 billion in systems or practices that help them ad- 
dress water shortages, so basically improving the resilience of 
farms and ranches to drought conditions. 

Mr. Valadao. All right. Well, thank you. 

And then one point, not really a question. But in talking with the 
engineering friend of mine who works with a lot of farmers, some- 
thing specific to dairy, which is something I know very well, such 
labs, he said he went through the whole process, had a plan drawn 
up that would qualify for funding, and what it cost in engineering, 
what the project cost in thickness, rebar and all the other stuff to 
meet, I am not sure whose standards. It was actually cheaper for 
him just to go and build to code in the county without anything, 
and so if you think about it, to tie up all the resources necessary, 
especially in thickness of concrete types of materials used, metals 
and things that go into the concrete, does it make sense to have 
standards so high that it is above and beyond something that the 
country recommends? 

And for someone who wants to make a good, sound investment 
on their farm, do we really want to dump that type of resource? 
And I have seen it myself on shades, and this has nothing to do 
with you, but where you see on old farms shade posts that are up 
for 50, 60, 70 years where it is basically a piece of wood stuck in 
the ground, and then now to meet some of the codes you literally 
have to dump half a truck of concrete. The truck is like nine yards, 
nine and a half yards of concrete in a footing, and it is just above 
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and beyond what I think is absolutely necessary, and obviously the 
cost is just something that does not make any sense. 

So just a point that it is something that you should pay attention 
to and see if there is something on that side of it. 

So thank you. 

Mr. Weller. Thank you. 

Mr. Valadao. Thank you, Chairman. 

IMPROPER PAYMENTS 

Mr. Aderholt. Let me just close in asking about some improper 
payments. NRCS is considered one of USDA’s 20 high-risk pro- 
grams, and the OIG reported a 23 percent of improper payment 
rate in fiscal year 2014 for Farm Security and Rural Investment 
Programs administered through the NRCS. 

In addition, the Inspector General has issued numerous reports 
on your financial management process and controls. While NRCS 
has made great progress and we recognize that, there are a num- 
ber of deficiencies that remain. 

Can you talk a little bit about what NRCS is doing to try to re- 
duce improper payment rate? 

Mr. Weller. Again, this goes back to my previous comments and 
this committee’s expectation of really good financial management, 
and we take the improper payments issue very seriously. 

Let me talk a little bit about what is going on there. I would say 
upwards of 80, maybe 90 percent, Jeff? Eighty-seven percent of im- 
proper payments are related to this issue that this committee may 
have heard about. The acronym is called SAM and DUNS numbers. 
So SAM is the System for Award Management. DUNS is the Dun 
& Bradstreet number or system. I do not know what the acronym 
stands for. 

There is a Federal Financial Transparency and Accountability 
Act which requires all financial agencies if you make a payment to 
an entity, so that this is not necessarily an individual, but in this 
case if a farmer identifies through their tax filings as an entity, as 
a business, joint operation or LLC or whatever, they are required 
to have both a DUNS and a SAM number. This is not an NRCS 
requirement. This is a federal requirement for all transactions. 

And previously what NRCS had been doing is we had a lot of 
farmers to self-certify that they had current SAM and DUNS num- 
bers. When our own internal review teams went out, what we 
found is while there may have been good intent, farmers may not 
have realized these SAM numbers need to be reauthorized or re- 
registered every year. It is not a one-time deal. 

And for a lot of farmers, these online things are a little bit con- 
fusing. So their intent was good, but they just did not have a cur- 
rent number or the number was entered incorrectly. 

Well, that is officially an improper payment. Now, the farmer has 
done everything right. They have complied with our contract. They 
have implemented the conservation. We paid the exact, down to the 
penny, the right amount. We are not paying felons or criminals or, 
you know, wasting money. It is just they do not have a current 
SAM number. 
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So is it improper or not? I leave that to the Congress to deter- 
mine, but according to the law, it is, and so we have to then report 
that as an improper payment. 

So 87 percent of our improper payments are these types of in- 
stances where it is more of a technical foul where there just was 
a goof-up on the number entry or the farmer did not realize that 
you have to have it re-upped every year. 

So this is something we are now working with with producers to 
make sure they have current numbers. They are educated in their 
responsibilities, and we are trying to help them as much as pos- 
sible. It is very complex, but this is one of these examples where 
I think the intent is good, but the unintended consequences are 
pretty serious. 

So if you take away that improper technical reporting thing, our 
actual improper payment rate is really low. It is something I am 
pretty proud of, that we can do better of, but I would stack this 
up against almost anyone else in our improper payment rates. 

So it is just inflated in part because of this financial technical 
wonky thing. 

Mr. Aderholt. What do you expect your improper payment rate 
to be in the current fiscal year? 

Mr. Weller. So setting aside the SAM/DUNS registration num- 
ber, I think it is down to three percent, Jeff? Yes, we are currently 
on trajectory for three percent improper payment rate. 

Mr. Farr. Is it the same number every year? 

Mr. Weller. I’m sorry? 

Mr. Farr. Is it the same number every year? 

Mr. Weller. Yes, it fluctuates around that. If anything it is on 
a downward trend as we are really cranking down on our compli- 
ance. 

Mr. Farr. Do you have to issue a new number each year or is 
it just like a Social Security number? 

Mr. Weller. Oh, yes. So the DUNS number is a one-time reg- 
istration. The SAM is a new one every year. I think it is GSA that 
runs the System for Award Management. That has to be re-upped 
every single year. 

Mr. Young. So if there was a permanent number it would make 
things a lot better? 

Mr. Weller. Yes, but we are just 

Mr. Young. You are just here. 

Mr. Weller [continuing]. The middle person here and just get- 
ting squeezed. 

Mr. Young. Sorry to interrupt. Chairman. 

Mr. Aderholt. Thanks for your input. 

Well, thank you for being here today, and we appreciate your 
service. I think everyone on the panel is impressed with your en- 
thusiasm and what you do at NRCS, and we look forward to work- 
ing with you as we continue on with the budget process and we 
wish you all the best. 

Mr. Weller. Thank you. 
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UNITED STATES DEPARTMENT OF AGRICULTURE 
NATURAL RESOURCES AND ENVIRONMENT 
QUESTIONS FOR THE RECORD 

HOUSE AGRICULTURE APPROPRIATIONS SUBCOMMITTEE HEARING 
February 26, 2016 

QUESTIONS SUBMITTED BY CHAIRMAN ROBERT ADERHOLT 


Status of Obligations 

Mr. Aderholt: Please provide a chart showing the final 
allocation for fiscal years 2013 through 2015 and the estimated 
allocation for fiscal 2016 for conservation technical assistance and 
financial assistance for all discretionary and mandatory conservation 
programs managed by NRCS. 

Response: The information is submitted for the record. 

[The information follows:] 



CONSERVATION PROGRAMS ALLOCATIONS - TECHNICAL/FINANCIAL ASSISTANCE 
Fiscal Year 2013 Actual (as of September 27, 2013), 

Fiscal Year 2014 Actual (as of October 20, 2014), and 
Fiscal Year 2015 Actual and 2016 Estimate (as of March 1, 2016) 
Source: Financial Management Modernization Initiative (FMMI) 
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STATE BY STATE ALLOCATIONS 

Mr. Aderholt: Please provide a State-by-State summary of the final 
allocanion for fiscal years 2013 through 2015 and the estimated allocation 
for fiscal year 2016 of conservation technical assistance and financial 
assistance for all discretionary and mandatory conservation programs managed 
by NRCS. 

Response: The information is submitted for the record. 

[The information follows:] 

Conservation Delivery Service Initiative (CDS!) Allocations 
Fiscal Year 2013 Actual (as of September 27, 2013), 

Fiscal Year 2014 Actual (as of October 20, 2014), ana 
Fiscal Year 2015 Actual and 2016 Estimate (as of March 1, 2016) 
Source: Financial Management Modernization Initiative (FMMI) 


State 

Technical 

Assistance 

2013 

Technical 

Assistance 

2014 

Technical 

Assistance 

2015 

Technical 

Assistance 

2016 

NHQ/Above State 

$5,115,458 

$5,172,675 

$22,184,000 

$681,096 

Total 

5,115,458 

5, 172, 675 

22,184,000 

681,096 


Conservation Technical Assistance (CTA) Allocations 
Fiscal Year 2013 Actual (as of September 27, 2013), 

Fiscal Year 2014 Actual (as of October 20, 2014), and 
Fiscal Year 2015 Actual and 2016 Estimate (as of March 1, 2016) 
Source; Financial Management Modernization Initiative (FMMI) 


State 

Technical 

Assistance 

2013 

Technical 

Assistance 

2014 

Technical 

Assistance 

2015 

Technical 

Assistance 

2016 

Alabama 

$7,473,778 

$6, 880, 372 

$6,798,163 

$6,582,000 

Alaska 

2,888,324 

1,921, 528 

2,438,786 

1,845,000 

Arizona 

5, 022, 335 

3,451,035 

4,363,449 

3,551,000 

Arkansas 

8,695,058 

7,313,399 

7,397,332 

5,755,194 

California 

15, 955,525 

12,807,340 

13,306,733 

11,889,361 

Colorado 

9,893,540 

8,284,034 

8,209,216 

7,893,069 

Connecticut 

2,767,929 

2,151,110 

2,128,666 

1,993,553 

Delaware 

1,430,049 

1,354,860 

1,326,561. 

1, 295, 148 

Florida 

7,453,452 

5,012,145 

5,017,529 

4,916,367 

Georgia 

6,450,000 

8,381,574 

8,612,712 

7,647,500 

Hawaii 

5, 675,189 

5,584,569 

4,348,377 

4,233,000 

Idaho 

7,233,266 

5,800,376 

5,938,173 

5,762,000 

Illinois 

15,548,544 

11,972,924 

9, 937,41.6 

10,553,000 

Indiana 

9, 880, 841 

9,164,432 

7,904,198 

7, 810, 483 

Iowa 

22,063,718 

16,895,458 

16,854,178 

16, 154,000 

Kansas 

16,880,512 

13,221,274 

13,203,795 

12,327,242 

Kentucky 

10,817,901 

8,839,743 

8,825,216 

8,572,000 

Louisiana 

9,183,010 

6,834,194 

6,941, 772 

5,968,918 

Maine 

3,585,73? 

3,004,450 

2,848,146 

2, 976, 235 
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State 

Technical 

Assistance 

2013 

Technical 

Assistance 

2014 

Technical 

Assistance 

2015 

Technical 

Assistance 

2016 

Maryland 

3,770,755 

3,467,118 

3,674,233 

3,336,302 

Massachusetts 

2, 525,508 

2,069,474 

1,753,078 

1,875,890 

Michigan 

9, 993,138 

7,108, 921 

7,106,965 

7,023,150 

Minnesota 

9,174,058 

9,495,137 

7,506, 623 

9, 302, 719 

Mississippi 

12, 679,385 

10,098,190 

9,121,599 

8,852,352 

Missouri 

16, 692,894 

22,153,601 

16,129,393 

16, 037,601 

Montana 

11,129,004 

9,070,534 

10,518,499 

8, 068, 637 

Nebraska 

14,898,785 

11,231,409 

10, 502,450 

8, 974,799 

Nevada 

2,433,671 

1,840,243 

2,014,668 

1,848,255 

New Hampshire 

2,524,756 

2,201,225 

2,153,625 

1,965,801 

New Jersey 

3, 239,156 

2,754,598 

2,884,014 

2,759,000 

New Mexico 

5, 575,359 

5,360,957 

5,414,753 

4,064,262 

New York 

8,073, 525 

6,371,609 

6,765,033 

6, 334, 606 

North Carolina 

7,543,246 

6,019,620 

6,025,488 

5,761,000 

North Dakota 

11,385,276 

9,326,520 

6,387,197 

7, 692,048 

Ohio 

10,081,646 

7,953,590 

8,839,331 

7, 953, 000 

Oklahoma 

13,823, 679 

10,615,844 

10,651,304 

9,253,518 

Oregon 

7,503,295 

6,189,369 

5,640,155 

4,862, 487 

Pennsylvania 

9,132,642 

7,059,759 

6,974,241 

7,019, 180 

Rhode Island 

1,731,583 

1,531,550 

1,531,974 

1,471,000 

South Carolina 

5,570,874 

5,476,273 

4,979, 775 

4,689,042 

South Dakota 

10,222,385 

8,120,984 

8,024,774 

6, 252, 253 

Tennessee 

11,406, 582 

8,344,778 

8,253, 495 

8,344,000 

Texas 

29,818,156 

25,879,643 

26,868,458 

26,207,000 

Utah 

4,755,320 

4,149,293 

5, 176, 010 

4,149,000 

Vermont 

2,721,948 

2,369,299 

2,429,468 

2,255,287 

Virginia 

6,003, 629 

5,817,538 

5, 769,561 

5, 587, 000 

Washington 

9,506,278 

7,465,729 

7,611,634 

7,122,995 

West Virginia 

5,556,100 

4,538,444 

4,600,691 

4,489,008 

Wisconsin 

10,677,028 

9,599,214 

9,256, 918 

9,517,000 

Wyoming 

5,828,030 

4,435,927 

4,443,301 

4,196,796 

Puerto Rico 

2, 923,083 

2,155,118 

2,098,796 

2,155,000 

NHQ/Above State 

227,941,069 

298,484,973 

310,134,607 

320, 984,437 

Total 

666,140,551 

667,631,298 

669,647,529 

658, 149, 495 
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Soil Survey {CO-02) Allocations 
Fiscal Year 2013 Actual (as of September 27, 2013), 

Fiscal Year 2014 Actual (as of October 20, 2014), and 
I'iscal Year 2015 Actual and 2016 Estimate (as of March 1, 2016) 
Source: Financial Management Modernization Initiative (FMMI) 


State 

Technical 

Assistance 

2013 

Technical 

Assistance 

2014 

Technical 

Assistance 

2015 

Technical 

Assistance 

2016 

Alabama 

$263, 927 

$425, 940 

$143, 619 

$137,874 

Alaska 

419, 111 

424,765 

165,032 

150,592 

Arizona 

195,503 

485, 434 

127,750 

141,015 

Arkansas 

268,978 

153,039 

141,434 

137,874 

California 

516,709 

780,058 

127,773 

124,110 

Colorado 

285,787 

269,608 

152,334 

147, 972 

Connecticut 

209,060 

184,499 

156,437 

151, 956 

Delaware 

137,784 

118,969 

151,427 

147,090 

Florida 

318,850 

192,355 

141,939 

137,874 

Georgia 

269,397 

233,568 

141, 939 

137,874 

Hawaii 

265, 639 

192,309 

154,862 

140,713 

Idaho 

205,516 

186, 990 

141,939 

137,874 

Illinois 

289,026 

268,455 

141 , 939 

137,874 

Indiana 

252,470 

377,078 

142,586 

138,502 

Iowa 

250,773 

178,041 

141,939 

137,874 

Kansas 

287,536 

414,093 

141,939 

137,874 

Kentucky 

246,462 

201, 618 

167, 449 

162,926 

Louisiana 

286,165 

175,943 

141,939 

137,874 

Maine 

252,897 

170,629 

119, 367 

115, 950 

Maryland 

239,830 

398,396 

129,886 

126, 167 

Massachusetts 

313,300 

366, 497 

155,742 

151,956 

Michigan 

249,034 

186, 514 

141, 939 

137,874 

Minnesota 

301,779 

591, 340 

150,395 

146,087 

Mississippi 

244,026 

179,273 

141,939 

137,874 

Missouri 

221,367 

225,737 

141, 939 

137,874 

Montana 

370, 107 

427,134 

119,367 

115,950 

Nebraska 

408,492 

218,190 

141, 939 

137,874 

Nevada 

222,854 

220,119 

141, 939 

137,874 

New Hampshire 

193,341 

144,966 

155,169 

150,725 

New Jersey 

200,723 

192,390 

159,739 

155,459 

New Mexico 

255,784 

242,822 

141,763 

137,874 

New York 

231,214 

168,973 

119,367 

115, 950 

North Carolina 

371,243 

438,578 

1.45,507 

142,078 

North Dakota 

233,752 

225,881 

141,939 

137,874 

Ohio 

239,244 

198,201 

145,670 

141,497 

Oklahoma 

266,374 

209,215 

141, 939 

137,874 

Oregon 

376,264 

430,553 

149, 637 

145, 351 
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state 

Technical 

Assistance 

2013 

Technical 

Assistance 

2014 

Technical 

Assistance 

2015 

Technical 

Assistance 

2016 

Pennsylvania 

257, 682 

256, 449 

141, 939 

137,874 

Rhode Island 

164, 449 

121,909 

130,492 

326,756 

South Carolina 

188,968 

168,688 

141, 939 

137,874 

South Dakota 

282,520 

213,312 

141,939 

137,874 

Tennessee 

291,412 

250,742 

147,639 

137,874 

Texas 

539,582 

658,159 

119,367 

162,926 

Utah 

348, 191 

216, 935 

141, 939 

137,874 

Vermont 

197, 118 

166, 992 

119, 367 

115, 950 

Virginia 

249, 975 

145,737 

144, 812 

137,874 

Washington 

265,203 

233,538 

141,939 

137,874 

West Virginia 

254,196 

271,897 

140,400 

137,874 

Wisconsin 

276,079 

240,208 

141, 939 

137,874 

Wyoming 

356,215 

168,054 

119, 367 

104,595 

Puerto Rico 

186,021 

161,789 

141, 939 

149,229 

NHQ/Above State 

59,783,174 

64, 651,705 

72, 692, 702 

69,758,432 

Total 

73, 801, 903 

78,424,284 

79,917,177 

76,814,658 


Snow Survey (CO-45) Allocations 
Fiscal Year 2013 Actual (as of September 27, 2013), 

Fiscal Year 2C14 Actual (as of October 20, 2014), and 
Fiscal Year 2015 Actual and 2016 Estimate (as of March 1, 2016) 
Source: Financial Management Modernization Initiative (FMMI) 


State 

Technical 

Assistance 

2013 

Technical 

Assistance 

2014 

Technical 

Assistance 

2015 

Technical 

Assistance 

2016 

Alaska 

$188,031 

$581, 689 

$581,400 

$581,400 

Arizona 

3,247 

126,873 

126, 873 

129, 410 

California 

4,300 

28,939 

28,949 

28, 949 

Colorado 

272,355 

1, 019, 944 

1,281,059 

1,250,000 

Idaho 

176, 116 

920,725 

920, 000 

960,000 

Montana 

532, 698 

920, 518 

920,296 

1, 176, 163 

Nevada 

_ 

318,600 

221,006 

206,252 

New Mexico 

35,737 

161,850 

161, 850 

CO 

Oregon 

543,807 


1,103, 340 

1, 338, 459 

Utah 

360, 525 


1,047,340 

1,122,500 

Washington 

41, 600 


238,095 

238, 095 

Wyoming 

29,222 

293,298 

227,780 

227,780 

NHQ/Above State 

6,365,244 

2, 651,551 

2,055,150 

1,045, 073 

Total 

8,552,882 

9,291,864 

8, 913,138 

8,382,632 
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Plant Materials Centers {CO-46} Allocations 
Fiscal Year 2013 Actual (as of September 27, 2013) , 

Fiscal Year 2014 Actual (as of October 20, 2014), and 
Fiscal Year 2015 Actual and 2016 Estimate (as of March 1, 2016) 
Source: Financial Management Modernization Initiative (FMMT) 


State 

Technical 

Assistance 

2013 

Technical 

Assistance 

2014 

Technical 

Assistance 

2015 

Technical 
Assistance 2016 

Alaska 

_ 

_ 

$245, 000 


Arizona 

$362,000 

$350, 000 

425,000 

$270,000 

Arkansas 

357,000 

359,720 

259,895 

230,000 

California 

402,600 

320,000 

238,000 

270, 000 

Colorado 

73,500 

_ 

112,000 

~ 

E’lorida 

367,000 

313, 631 

326,000 

230, 000 

Georgia 

199,000 

140, 000 

305,000 

270, 000 

Hawaii 

317, 100 

350, 461 

33.1, 958 

220, 000 

Idaho 

394,450 

420,000 

345, 354 

240,000 

Kansas 

327,400 

330,000 

265,225 

270, 000 

Louisiana 

330,000 

305,000 

342,557 

280, 000 

Maryland 

452, 600 

411, 682 

400, 133 

390,000 

Michigan 

353,800 

330,000 

217,362 

220,000 

Mississippi 

185, 900 

190,000 

290, 803 

265, 000 

Missouri 

336, 500 

300,000 

775, 000 

245, 000 

Montana 

350,000 

340,000 

578,000 

260,000 

Nevada 

184, 800 

200,000 

163,000 

230,000 

New Jersey 

393,275 

392, 424 

403,000 

310,000 

New Mexico 

386,000 

383,000 

293,058 

280,000 

New York 

320,000 

310,000 

298,848 

240,000 

North Dakota 

441,000 

410,000 

525,477 

360, 000 

Oregon 

323,500 

290,000 

214,380 

240, 000 

Texas 

995,001 

959,737 

867, 943 

750, 000 

Washington 

334,050 

320, 000 

440,000 

250, 000 

West Virginia 

279, 900 

300,000 

264,825 

280,000 

Puerto Rico 

28,000 

42,000 

40, 000 


NHQ/Above State 

168,125 

709, 440 

79, 668 

193,332 

Total 

8, 662, 501 

8,777,155 

9,047,486 

6,793,332 
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EiTiergerLcy Watershed Protection - General {EWP-15) All.ccations 
Fiscal Year 2013 Actual {as of September 27, 2013) 

Fiscal Year 2014 Actual (as of October 20, 2014), and 
Fiscal Year 2015 Actual and 2016 Estimate (as of March 1, 2016) 
Source: Financial Management Modernization Initiative (FMMI) 


state 

Financial 

Assistance 

2013 

Technical 

Assistance 

2013 

Total 

2013 

Financial 

Assistance 

2014 

Technical 

Assistance 

2014 

Total 

2014 

Al abama 

_ 

- 

_ 

$148, 285 

$34,220 

$182,505 

Alaska 

- 

- 

- 

85,000 

17, 000 

102,000 

Arizona 

- 

_ 

_ 

323,477 

36, 239 

359,716 

Arkansas 


_ 

- 

9,224 

- 

9,224 

California 

_ 

- 

- 

4,392,54b 

886, 451 

5, 278,996 

Colorado 

$1,938, 682 

$193, 868 

$2,132,550 

_ 

193,800 

193,800 

Florida 

_ 

_ 

_ 

76,280 

11, 359 

87,639 

Hawaii 

_ 

_ 

_ 

- 

-29, 111 

-29, 111 

Indiana 

- 


- 

301, 000 

60,200 

361,200 

Iowa 

_ 

_ 

_ 

-303,743 


-303,743 

Kansas 

12,713 

2,543 

15,256 

- 

- 

- 

Kentucky 

434,850 

86, 970 

521,820 

875,868 

210,284 

1,086,152 

Maine 

22,500 

4,500 

27,000 

- 

- 

- 

Mississippi 

271,388 

54,277 

325,665 

-509,826 

20,000 

-489,826 

Missouri 

_ 

- 

- 

-17,032 

_ 

-17,032 

New Hampshire 

177,225 

35,445 

212, 670 

_ 

_ 

_ 

New York 

_ 

- 


-607,466 

- 

-607,466 

North Dakota 

_ 

_ 

_ 

-314,701 

- 

-314,701 

Ohio 

308,850 

30,885 

339,735 

-181. 115 

-102 

-181, 216 

Pennsylvania 

- 

_ 

- 

-80,001 

-33,451 

-113,451 

South Dakota 

- 

- 

- 

-116,051 

-20,000 

-136,051 

Tennessee 

467, 601 

87,271 

554,872 

90,103 

28,295 

118,398 

Utah 

7,000, 000 

1, 670, 000 

9, 670,000 

-220,206 

16,359 

-203,847 

Vermont 

_ 

_ 

- 

-9,000 

-157 

-9, 157 

West Virginia 

_ 

_ 

_ 

-827,790 

7,935 

-819,855 

Wyoming 

- 

_ 

- 

467,500 

113,500 

581,000 

NHQ/Above 

State 

_ 

_ 

_ 


12,742 

12,742 

Total 

10,633,809 

2,165,759 

12,799,568 

3,582,351 

1,565,563 

5,147,916 
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State 

Financial 

Assistance 

2015 

Technical 

Assistance 

2015 

Total 

2015 

Financial 

Assistance 

2016 

Technical 

Assistance 

2GI6 

Total 

2016 

NHQ/Above 

State 

_ 

_ 

_ 

_ 

$981,000 

$981,000 

Total 

- 

- 

- 

- 

981,000 

981,000 


Emergency Watershed Protection - General (SWP-16) Allocations 
Fiscal Year 2013 Actual (as of September 27, 2013) , and 
Fiscal Year 2014 Actual (as of October 20, 2014) 

Source: Financial Manaaement Modernization Initiative (FMMI) 



Emergency Watershed Protection - Hurricanes (EWP-17) Allocations 
Fiscal Year 2013 Actual (as of September 27, 2013) , and 
Fiscal Year 2014 Actual (as of October 20, 2014) 

Source; Financial Management Modernization Initiative (FMMI) 


State 

Financial 

Assistance 

2013 

Technical 

Assistance 

2013 

Total 

2013 

Financial 

Assistance 

2014 

Technical 

Assistance 

2014 

Total 

2014 

Louisiana 

_ 

_ 

_ 

_ 

$45,000 

$45,000 

Mississippi 

_ 

_ 

_ 

$-1,363,840 

- 

-1,363,840 

Missouri 

_ 

_ 


-112,755 

_ 

-112,755 

Nebraska 

_ 

_ 

_ 

-30,264 

-2,487 

-32,751 

Utah 


_ 

_ 

1,274,916 

274,983 

1,549,899 

Total 

_ 


- 

-231,943 

317,496 

85,553 
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Emergency Watershed Protection - KS and TX (EWP-31) Allocations 
Fiscal Year 2013 Actual (as of September 27, 2013), and 
Fiscal Year 2014 Actual (as of October 20, 2014} 

Source: Financial Management Modernization Initiative (FMMI) 


State 

Financial 

Assistance 

2013 

Technical 

Assistance 

2013 

Total 

2013 

Financial 

Assistance 

2014 

Technical 

Assistance 

2014 

Total 

2014 

Kansas 

_ 

_ 

_ 

- 

S-278 

$-278 

Total 

- 

- 

- 

- 

-278 

-278 


Emergency Watershed Protection (EWP-62) Allocations 
Fiscal Year 2013 Actual (as of September 27, 2013), 

Fiscal Year 2014 Actual (as of October 20, 2014), and 
Fiscal Year 2015 Actual and 2016 Estimate (as of March 1, 2016) 
Source: Financial Management Modernization Initiative (FMMI) 


State 

Financial 

Assistance 

2013 

Technical 

Assistance 

2013 

Total 

2013 

financial 

Assistance 

2014 

Technical 

Assistance 

2014 

Total 

2014 

Alabama 

_ 

- 

- 

$850,617 

$211,167 

$1,061,784 

Alaska 

_ 

_ 

- 

- 

15,000 

15,000 

Arkansas 

_ 

_ 

- 

375,000 

75,200 

450,200 

Colorado 

$14,609, 000 

$1,460,900 

$16,069,900 

12,796,050 

2,855,140 

15,661,190 

Florida 

6, 975, 000 

743,500 

7,718,500 

-310,742 

237,798 

-72,944 

Minnesota 

668,625 

66,862 

735,487 

- 

_ 

- 

Missiwssippi 

4, 913, 553 

491,355 

5, 404, 908 

-234,543 

51,3,105 

278,562 

Missouri 

- 

- 

- 

-383,240 

- 

-383,240 

New Hampshire 

- 

- 

- 

701,850 

201,370 

903,220 

New York 

9. 278, 488 

927,849 

10,206,337 

- 

- 

- 

North Da)cota 

- 

- 

_ 

279,166 

- 

279,166 

Oklahoma 

- 

- 

- 

-264,302 

-56, 932 

-321,233 

Pennsylvania 

_ 

- 

- 

-3,838,165 

-32,684 

-3,070,849 

Rhode Island 

_ 

- 

- 

344,415 

19, 152 

363,567 

Tennessee 

48,825 

9,765 

58,590 

- 

337 

337 

Utah 

500,000 

100,000 

600,000 

-38,106 

62,379 

24,273 

Vermont 

_ 

- 

- 

-87,956 

20,550 

-67,406 

Washington 

_ 

- 

- 

300,000 

60,000 

360,000 

Wisconsin 

1, 420, 000 

142,000. 

1,562,000 

- 

100,000 

100, 000 

NHQ/Above State 

- 

- 

- 

- 

9,235 

9,235 

Total 

38, 413,491 

3,942,231 

42,355,722 

10, 490, 044 

4,290,817 

14,780,862 
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Stat-.e 

Financial 

Assistance 

2015 

Technical 

Assistance 

2015 

Total 

2015 

Financial 

Assistance 

2016 

Technical 

Assistance 

2016 

Total 

2016 

Alabama 

$2,444,878 

$488,976 

$2,933,854 

- 

- 

- 

Alaska 

6, 750, 000 

1,350,000 

8,100,000 

_ 


- 

Arkansas 

80,000 

16,000 

86,000 

- 

- 

- 

Colorado 

47,433, 066 

9,450,323 

56,883,389 

- 


- 

Florida 

4, 965, 750 

993,150 

5,958,900 

- 

- 


Iowa 

336, 928 

55,195 

392,123 

_ 

- 

- 

New Mexico 

50, 670 

8,334 

58,004 

- 

- 

- 

Oklahoma 

1,200, 000 

240,000 

1, 440,000 

- 

- 


South 

Carol ina 

1, 160, 000 

272,000 

1,432,000 

_ 


_ 

Tennessee 

37,607 

6,268 

43,875 

~ 

- 

- 

West Virginia 

o 

o 

60,800 

364,800 

_ 


- 

NHQ/Above 

State 

_ 

509,450 

509,450 

_ 



Total 

64,762,899 

13,450,496 

78,213,395 

- 

- 

- 


Emergency Watershed Protection - General (EWP-63) Allocations 
Fiscal Year 2013 Actual (as of September 27, 2013), and 
Fiscal Year 2014 Actual (as of October 20, 2014} 

Source; Financial Management Modernization Initiative (FMMI) 


State 

Financial 

Assistance 

2013 

Technical 

Assistance 

2013 

Total 

2013 

Financial 

Assistance 

2014 

Technical 

Assistance 

2014 

Total 

2014 

Connecticut 

$598,362 

$119,672 

$718,034 

$12,096,867 

$2, 240,998 

$14,337,865 

Maryland 

250,000 

40,000 

290,000 

-250,000 

-40. 000 

-290, 000 

New Jersey 

2,700, 300 

320,032 

3,020,332 

7,776,320 

1,502,826 

9,279, 146 

New York 

1,389, 225 

138, 922 

1,528,147 

92, 334, 197 

16,221,110 

108,555,307 

Rhode Island 

34, 902 

6,909 

41,811 

864,375 

172,875 

1,037,250 

NHQ/Above 

State 

_ 

810,000 

810,000 

_ 

335, 625 

335, 625 

Total 

4,972, 789 

1,435,535 

6,403,324 

112,821,759 

20,433,434 

133,255,193 


Water Bank Program (WB-21} Allocations 
Fiscal Year 2013 Actual (as of September 27, 2013), 

Fiscal Year 2014 Actual (as of October 20, 2014), and 
Fiscal Year 2015 Actual and 2016 Estimate (as of March 1, 2016} 
Source; Financial Management Modernization Initiative (FMMI) 


State 

B'inancial 

Assistance 

2013 

Technical 

Assistance 

2013 

Total 

2013 

Financial 

Assistance 

2014 

Technical 

Assistance 

2014 

Total 

2014 

Minnesota 

- 

_ 

- 

- 

$14,400 

$14,400 

North Dakota 

- 

_ 

- 

$2,540,000 : 

263,000 

2,803, 800 

South Dakota 

- 

- 

- 

1,060,000 : 

121, 800 

1,181,800 

Total 

- 

- 

zJ 

3,600,000 

400,000 

; 4,000,000 
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State 

Financial 

Assistance 

2015 

Technical 

Assistance 

2015 

Total 

2015 

Financial 

Assistance 

2016 

iechnical 

Assistance 

2016 

Total 

2016 

Minnesota 

- 

_ 

- 

- 

- 

- 

North Dakota 

$2,800, 000 

$317,300 

S3, 197,300 

- 

- 

- 

South Dakota 

720. 000 

82,700 

802,700 

- 

- 

- 

Total 

3, 600, 000 

400,000 

4,000,000 

- 

- 



Watershed Flood Prevention - Conservation Operations {WF-03) Allocations 
Fiscal Year 2015 Actual and 2016 Estimate (as ox March 1, 2016} 
Source: Financial Management Modernization Initiative (FMMI) 


State 

Financial 
Ass i stance 

2015 

Technical 

Assistance 

2015 

Total 

2015 

Financial 

Assistance 

2016 

Technical 

Assistance 

2016 

Total 

2016 

Missouri 

- 

$5, 600, 000 

$5, 600, 000 

_ 

- 

- 

Total 

- 

5,600,000 

5,600,000 

- 

- 



Watershed Rehabilitation (WR-84) Allocations 
Fiscal Year 2013 Actual {as of September 27, 2013), 

Fiscal Year 2014 Actual (as of October 20, 2014), and 
Fiscal Year 2015 Actual and 2016 Estimate (as of March 1, 2016) 
Source: Financial Management Modernization Initiative (FMMI) 


State 

Financial 

Assistance 

2013 

Technical 

Assistance 

2013 

Tctal 

2013 

Financial 

Assistance 

2014 

Technical 

Assistance 

2014 

Total 

2014 

Arizona 

$7,000,000 

$371, 996 

$7,371,996 

$2,250,000 

$25,000 

$2,275, 000 

Arkansas 

- 

20,000 

20,000 

_ 

- 

- 

Connecticut 

- 

40,000 

40,000 

- 

80,000 

80, 000 

Kentucky 

- 

488,000 

488,000 

- 

313,000 

313,000 

Maine 

- 

- 

- 

- 

60,000 

60, 000 

Massachusetts 

- 

- 

- 

- 

114,632 

114,632 

Nevada 

- 

- 

- 

- 

280,000 

280,000 

New Mexico 

- 

20,000 

20,000 

- 

- 

- 

New York 

- 

217,375 

217,375 

- 

70,522 

70,522 

Ohio 

- 

9, 000 

9,000 

- 

- 

- 

Oklahoma 

_ 

480,000 

480,000 

511, 860 

795,000 

1,306,860 

Pennsylvania 

_ 

333,033 

333,033 

264, 689 

30,311 

295, 000 

Tennessee 

- 

404,000 

404,000 

_ 

60,000 

60,000 

Texas 

- 

286,000 

286,000 

4,170,800 

2,565, 200 

6,736,000 

Utah 

- 

998,500 

998,500 

- 

- 

- 

Virqinia 

2,078,940 

195,000 

2,273,940 

- 

300,000 

300,000 

West Virqinia 

- 

350,000 

350,000 

- 

- 

- 

Wyominq 

_ 

- 

- 

- 

38, 307 

38,307 

NHQ/Above 

State 


253,000 

253,000 

_ 

_ 

_ 

Total 

9,076, 940 

4,465, 904 

13,544,844 

7,197, 349 

4,731,972 

11,929, 321 
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Agriculture Conservation Easement Program (ACEP) Allocations 
Fiscal Year 2013 Actual (as of September 27, 2013}, 

Fiscal Year 2014 Actual (as of October 20, 2014), and 
Fiscal Year 2015 Actual and 2016 Estimate (as of March 1, 2016) 
Source: Financial Management Modernization Initiative (FMMI) 


State 

Financial 

Assistance 

2013 

Technical 

Assistance 

2013 

Total 

2013 


Financial 

Assistance 

2014 

Technical 

Assistance 

2014 

Total 

2014 

Al.abama 

_ 

_ 


- 

$645,776 

$441,520 

$1,087,296 

Alaska 

- 

- 


_ 

811,500 

24, 676 

836, 176 

Arizona 

- 

- 


- 

- 

21, 672 

21, 672 

Arkansas 

- 

- 


- 

17,307,322 

3, 839, 509 

21, 146, 831 

California 

_ 

- 


- 

17,553,901 

3, 089, 021 

20, 642, 922 

Colorado 

- 

- 


- 

4,028,321 

787, 563 

4,815,884 

Connecticut 

- 

- 


- 

3,832,070 

394 , 540 

4,226, 610 

Delaware 

_ 

- 


_ 

3,436,084 

332, 999 

3, 769, 083 

Florida 

- 

- 


- 

23,852,492 

7,784,473 

31, 636, 965 

Georgia 


- 


- 

4,707,996 

1, 017,933 

5, 725, 929 

Hawaii 

- 

- 


- 

1,000 

156, 28b 

157,285 

Idaho 

_ 

- 


_ 

3,1.73,913 

289, 334 

3,463,247 

Illinois 

- 

- 


- 

1,289,434 

587,538 

1,876, 972 

Indiana 

- 

- 


- 

3,148,371 

550,760 

3, 699, 131 

Iowa 

_ 

_ 


- 

11,606,227 

2, 947,388 

14,553,615 

Kansas 

- 

- 


- 

3,842,715 

384,454 

4,227,169 

Kentucky 

- 

- 


- 

8,753,734 

1,796,726 

10, 550,460 

Louisiana 

_ 

- 


- 

14,204,987 

5,347,894 

19, 552, 981 

Maine 

- 

- 


- 

299,950 

73,381 

373, 331 

Maryland 

- 

- 


- 

923,523 

460,403 

1,383,926 

Massachusetts 

- 

- 


- 

4,091,383 

502,034 

4,593,417 

Michigan 

- 

- 


_ 

2,763,471 

566, 529 

3,330,000 

Minnesota 

- 

- 


- 

1,189,260 

2, 184, 239 

3,373,499 

Mississippi 

- 

- 


- 

5,450,730 

1,494,918 

6, 945, 648 

Missouri 

- 

- 


- 

4,903,233 

899,766 

5,802,999 

Montana 

- 

- 


- 

5,665,724 

563,230 

6, 228, 954 

Nebraska 

- 

- 


- 

3, 610, 492 

1,035,781 

4,646. 273 

Nevada 

- 

- 


- 

4,431,124 

935, 982 

5, 367,106 

New Hampshire 

_ 

- 


_ 

2,905,888 

471,688 

3, 377,576 

New Jersey 

- 

- 


- 

5,126,918 

513,986 

5, 640, 904 

New Mexico 

- 

_ 


- 

- 

45, 088 

45,888 

New York 

- 

- 


- 

2,309,580 

731, 964 

3,041,544 

North 

Carolina 

_ 

_ 


_ 

2,113,216 

555, 951 

2,669,167 

North Dakota 

- 

_ 


_ 

4,156,095 

2,121,870 

6,277,965 

Ohio 

- 

- 


- 

7,603,214 

1,202,414 

8,805,628 

Oklahoma 

- 

- 


- 

1,039,083 

397, 370 

1,436,453 

Oregon 

- 

- 


- 

620,596 

905,091 

1, 525, 687 
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State 

Financial 

Assistance 

2C13 

Technical 

Assistance 

2013 

Total 

2013 

Financial 

Assistance 

2014 

Technical 

Assistance 

2014 

Total 

2014 

Pennsylvania 

_ 

- 

- 

3,994,512 

1,100, 744 

5,175,256 

Rhode Island 

- 

- 

_ 

374,550 

69,286 

463,836 

South 

Carolina 

_ 


_ 

1,967,620 

255, 906 

2,223,526 

South Dakota 

- 

- 

- 

6,095,496 

1,901, 953 

7, 997,449 

Tennessee 

- 


_ 

2,487,287 

2, 015, 641 

4,502, 928 

Texas 

- 

- 

_ 

9,430,585 

1,770,212 

11,200,797 

Utah 

_ 

- 

_ 

5,317,331 

322,182 

5, 639,513 

Vermont 

_ 

- 

- 

3,674,862 

444,045 

4,118, 907 

Virginia 

_ 

- 

- 

851,265 

211, 699 

1,062, 964 

Washington 

- 

- 

- 

1,402,606 

;.64, 399 

1,587,005 

West Virginia 

- 

- 

- 

1,900,681 

264,457 

2,165, 138 

Wisconsin 

_ 


- 

2,878,254 

722,264 

3,600,518 

Wyoming 

- 

- 

- 

1,504, 400 

123,395 

1,627,795 

Puerto Rico 

- 

- 

- 

- 

4,004 

4,004 

NHQ/Ahove 

State 

_ 

_ 

_ 

10,710,000 

46, 650,302 

57,360, 302 

Total 

- 

- 

- 

233,988,772 

101,597,259 

335,586,031 


State 

Financial 

Assistance 

2015 

Technical 

Assistance 

2015 

Total 

2015 

Financial 

Assistance 

2016 

Technical 

Assistance 

2016 

Total 

2016 

Alabama 

SI, 147,507 

S439, 665 

$1,587,172 

$721,500 

$320,000 

$1, 041, 500 

Alaska 

- 

17,891 

17,891 

084,535 

90,000 

974,535 

Arizona 

- 

66,159 

66,159 

750,000 

135,000 

885,000 

Arkansas 

20, 401,383 

5, 330, 449 

25,731,832 

13,480,000 

4,480,000 

17,960, 000 

California 

12,962,865 

4,932,789 

17,895,654 

19,762,000 

6, 452,545 

26,214,545 

Colorado 

6,310,450 

900,222 

7,210,672 

3,543,400 

700, 000 

4,243,400 

Connecticut 

4,050,738 

976,339 

5,027,077 

3,786,300 

580,000 

4,366,300 

Delaware 

3,576,963 

572,759 

4,149,722 

3,607,000 

396, 407 

4,003,407 

Florida 

26,116, 523 

5, 544,983 

31,661,506 

17,357,180 

4,160,000 

21,517,180 

Georgia 

9, 371,095 

1,672,462 

11,043,557 

4,704,750 

1,090,000 

5,794,750 

Hawaii 

- 

77, oil 

77,011 

2,457,825 

110, 000 

2, 567, 825 

Idaho 

667, 668 

389, 341 

1,057,009 

1, 595, 144 

350, 000 

1, 945, 144 

Illinois 

2,871,134 

968,296 

3,839,431 

2,384,257 

913,298 

3,297,555 

Indiana 

5, 474, 176 

1,182,396 

6,656,572 

3,556,438 

935,057 

4,491,495 

Iowa 

13, 974, 216 

2,280,767 

16,254, 983 

12,334,278 

1,940,000 

14,274,278 

Kansas 

1,743, 777 

420, 854 

2,164,631 

4,018,200 

400, 000 

4,418,200 

Kentucky 

10,003,351 

3,149,097 

13,152,448 

18,183, 660 

1, 870, 000 

20,053,660 

Louisiana 

13,361,254 

2,565,671 

15,926,925 

14,631,840 

3,560,000 

18,191,840 

Maine 

349, 500 

72,262 

421,762 

470, 624 

135,000 

605, 624 

Maryland 

3,897,220 

540,772 

4,437,992 

1,660,666 

484,030 

2, 144, 696 

Massachusetts 

2, 654,397 

649,730 

3,304,127 

4,407,400 

715, 994 

5,123,394 

Michigan 

5,537, 988 

676,385 

6,214,373 

2,735, 400 

586, 485 

3,321, 885 

Minnesota 

848,513 

1,718,423 

2,566,936 

2,154,155 

1,068, 750 

3,222,905 
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State 

Financial 

Assisrance 

2015 

Technical 

Assistance 

2015 

Total 

2015 

Financial 

Assistance 

2016 

Technical 

Assistance 

2016 

'total 

2016 

Mississippi 

3,723,950 

2,414,182 

6,138,132 

12,075, 468 

2, 730,000 

14,805, 468 

Missouri 

6,379,270 

1,779,477 

8,158,747 

5,639,500 

1, 699, 985 

7,339, 485 

Montana 

4,187,006 

899,215 

5,086,221 

7,553,003 

1, 170, 000 

8,723,003 

Nebraska 

4,229, 159 

1,592,464 

5,821,623 

4,503,600 

.1,264,417 

5, 768, 017 

Nevada 

2,754,741 

833,477 

3,588,218 

4,031,985 

1,080,000 

5, 111,985 

New Hampshire 

3,774,330 

722,311 

4,496,641 

2,993,120 

530,000 

3,523, 120 

New Jersey 

5, 072, 126 

705,336 

5,777,462 

5,309,200 

577,613 

5, 886, 813 

New Mexico 

1, 560 

68,355 

69,915 

839,164 

61,369 

900, 533 

New York 

3,151,474 

742,371 

3,893,845 

3,246,586 

684,789 

3, 931,375 

North 

Carolina 

2,081, 300 

819,735 

2,901,035 

4,121,424 

1, 070,000 

5, 191, 424 

North Dakota 

3,925, 485 

1,723,688 

5,649,173 

5,033,550 

2, 062, 520 

7,096,070 

Ohio 

15, 521,150 

2,213,790 

17,734,940 

7,679,470 

1, 570, 000 

9, 249, 470 

Oklahoma 

1,320,752 

504,872 

1,825, 624 

2,086,000 

612,276 

2, 698, 276 

Oregon 

2,420,145 

822, 997 

3,243,142 

7,760,856 

1, 070, 000 

8,838,856 

Pennsvl''’'ania 

3,329,771 

1,238,950 

4,568,721 

3,616,000 

918, 000 

4,534,000 

Rhode Island 

404,008 

102,976 

506,984 

498,300 

135,000 

633,300 

South 

Carolina 

1, 474,819 

582,427 

2,057,246 

2,279,476 

760, COO 

3,039,476 

South Dakota 

5,792,211 

2,560, 460 

8,352,671 

9,501,705 

2,437,148 

11,938,853 

Tennessee 

6,710,407 

1,900,400 

8,610,815 

2,274,786 

1,000,000 

3,274,786 

Texas 

5,011,610 

2,475,852 

7,487,462 

11,041,805 

2,647,783 

13,689,588 

Utah 

3, 099, 406 

356,168 

3,455,574 

2,449,368 

526,704 

2,976,072 

Vermont 

2, 943, 963 

719,290 

3,663,253 

3,628,930 

465, 000 

4,093,930 

Virginia 

1,776,293 

357,321 

2, 133, 613 

2,171,807 

433,842 

2,605, 649 

Washington 

717,350 

312,671 

1,030,021 

1,564,925 

277,500 

1,842,425 

West Virginia 

48,478 

296,568 

345,046 

1,805,650 

257,368 

2,063,018 

Wisconsin 

2,551,334 

1,006,710 

3,558,044 

2,929,150 

810,026 

3, 739, 276 

Wyoming 

719,349 

117, 993 

037,342 

2,074,320 

200,000 

2,274,320 

Puerto Rico 

- 

- 

- 

_ 

45, 000 

45, 000 

NHQ/Above 

State 

5,064,052 

48,146,314 

53,210,366 

26,619,483 

47,428,653 

74,048,136 

Total 

243,506,217 

111,161,101 

354,667,318 

264,523,183 

105,997,559 

390, 520, 742 


Agricultural Management Assistance Program (AKA) Allocations 
Fiscal Year 2013 Actual (as of September 21, 2013), 

Fiscal Year 2014 Actual (as of October 20, 2014), and 
Fiscal Year 2015 Actual and 2016 Estimate (as of March 1, 2016) 

(FMMI) 


State ' 

Financial 

Assistance 

2013 

Technical 
Assistance ; 
2013 

Total 

2013 

Financial | 
Assistance 
2014 

Technical 
Assistance 
2014 : 

Total 

2014 

Connecticut 

$94,000 

$9,385 

$103,385 

$168,071 

$69, 897 

$237,968 

Delaware 

62,642 

9,200 

71,842 

15, 629 

7,320 

22,949 

Hawaii 

40,130 

45,056 

85,166 

269,246 

53,403 

322,649 

Maine 

456, 600 

52,469 

509,068 

1,154,264 

256, 579 

1,420,843 

Maryland 

63, 700 ' 

38,135 

101,835 

149,553 

24,049 

173, 602 
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State 

Financial 

Assistance 

2013 

Technical 

Assistance 

2013 

Total 

2013 

Financial 

Assistance 

2014 

Technical 

Assistance 

2014 

Total 

2014 

Massachusetts 

56,713 

17,929 

74, 642 

92,745 

26, 841. 

119,586 

Nevada 

60, 675 

7,767 

68,442 

754,572 

193,870 

948,442 

New Hampshire 

97, 000 

10,500 

107,500 

10,058 

6, 972 

17,030 

New Jersey 

134,800 

63,120 

197,920 

185,993 

41, 479 

227,472 

New York 

169, 000 

45,800 

214,800 

451,316 

77,880 

529,196 

Pennsylvania 

279, 400 

55,600 

335,000 

1,080,930 

265,261 

1,346,191 

Rhode Island 

37,400 

11,300 

48,700 

117,720 

25, 847 

143, 567 

Utah 

- 

17,385 

17,365 

290,917 

58,090 

349, 007 

Ve rmont 

94,745 

20,726 

115,471 

62,948 

20, 224 

83, 172 

West Virginia 

183, 569 

35,550 

219,119 

234,814 

63, 283 

298,097 

Wycminq 

142,500 

69, 900 

212,400 

261,053 

99, 461 

360,514 

NHQ/Above 

State 

_ 

_ 

_ 


1 06, 926 

108, 926 

Total 

1,972,874 

509,821 

2,482,695 

5,299,829 

1,409,382 

6,708,211 


State 

Financial 

Assistance 

2015 

Technical 

Assistance 

2015 

Total 

2015 

Financial 

Assistance 

2016 

Technical 

Assistance 

2016 

Total 

2016 

Connecticut 

$133,060 

$49,754 

$182,814 

$117,746 

$49, 908 

$167, 654 

Delaware 

10, 743 

3,674 

14, 417 

10,855 

6, 883 

17,738 

Hawaii 

282, 848 

67,864 

350,712 

121,148 

88,068 

209,216 

Maine 

929, 100 

152, 121 

1,081,221 

1,097,445 

153, 365 

1,250,810 

Maryland 

164, 600 

30. 046 

194,646 

152,707 

29. 136 

181,843 

Massachusetts 

121, 600 

18,489 

140,089 

120,634 

8,522 

129,156 

Nevada 

129, 975 

29, 946 

159, 921 

179,414 

24, 906 

204,320 

New Hampshire 

65,553 

17,282 

82,835 

75,302 

42,017 

117,319 

New Jersey 

246,065 

54,950 

301,015 

255,070 

75, 511 

330,581 

New York 

333,350 

73,702 

o 

o 

400,369 

67,426 

467,795 

Pennsylvania 

361, 600 

74,868 

436,468 

333,239 

73,693 

406, 932 

Rhode Island 

121,400 

25,413 

146,813 

108,611 

22,351 

130,962 

Utah 

176,436 

43, 837 

222,273 

220,735 

48,620 

269, 355 

Vermont 

112, 600 

37,744 

150, 344 

117,035 

42,518 

159, 553 

West Virginia 

240, 400 

125. 911 

366,311 

250,254 

161,362 

419, 616 

Wyoming 

202, 535 

78,048 

280,583 

154,437 

42,714 

197, 151 

NHQ/Above 

State 

_ 

71,860 

71,860 

_ 

_ 

_ 

Total 

3,633,865 

955,509 

4,589,374 

3,723,001 

937,000 

4,660, 001 
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Chesapeake Bay Watershed Program (CBWI) Allocations 
Fiscal Year 2013 Actual (as of September 27, 2013), and 
Fiscal Year 2014 Actual (as of October 20, 2014) 

Source : Financial Management Modernization Initiative (FMMI) 


State 

Financial 

Assistance 

2013 

Technical 

Assistance 

2013 

Total 

2013 

Financial 

Assistance 

2014 

Technical 

Assistance 

201.4 

Total 

2014 

Delaware 

$975,326 

$143,018 

$1,118,344 

- 

$145, 100 

$145,100 

Maryland 

10, 540, 403 

1,577,077 

12,117,480 

- 

1, 490, 604 

1,490, 604 

New York 

4, 927, 420 

577,551 

5,504,971 

- 

528,700 

528,700 

Pennsylvania 

9,400,000 

1,083,491 

10,483,491 

$4, 856 

1,368,000 

1, 372,856 

Virginia 

8,817, 000 

1,364,305 

10,181,305 

- 

1,255, 400 

1 , 255,400 

West Virainia 

7.100,000 

990,574 

8,090,574 

- 

695, 600 

695, 600 

NKQ/Above 

State 

_ 

1,776,565 

1,776,565 

_ 

30,596 

30, 596 

Total 

41,760,149 

7,512,581 

49,272,730 

4 , 856 

5, 514,000 

5, 518 , 956 


ConvServation Reserve Program (CRP) Allocations 
Fiscal Year 2013 Actual (as of September 27, 2013), 

Fiscal Year 2014 Actual (as of October 20, 2014), and 
Fiscal Year 2015 Actual and 2016 Estimate (as of March 1, 2016) 
Source; Financial Management Modernization Initiative (FMMI) 


State 

Technical 

Assistance 

2013 

Technical 

Assistance 

2014 

Technical 

Assistance 

2015 

Technical 

Assistance 

2016 

Alabama 

$1, 315, 901 

$488,152 

$395,229 

$625,561 

Alaska 

21,247 

15,189 

- 

_ 

Arizona 

_ 

- 

- 

17,107 

Arkansas 

568,296 

413,192 

912,30.1 

700,737 

California 

72,164 

13,260 

54, 537 

89, 965 

Colorado 

2,057,566 

674,808 

1,247, 931 

478,024 

Connecticut 

8,396 

1,189 

1,312 

273 

Delaware 

43, 670 

16, 889 

34,583 

10,646 

Florida 

127,161 

83, 198 

80,213 

63,017 

Georgia 

723,217 

482, 605 

1,732,521 

873,332 

Hawaii 

54,235 

6,753 

57,667 

6, 844 

Idaho 

831,467 

587,657 

419,624 

447, 476 

Illinois 

5,543,584 

6,251, 673 

10,727,128 

1,861,950 

Indiana 

5,114,428 

3,732,652 

7,737,586 

1,790,446 

Iowa 

5,723,372 

9,324,626 

11,610,745 

3,261,322 

Kansas 

2,591,655 

2,203,823 

2,846,812 

797,489 

Kentucky 

2, 004,046 

1,473,508 

1,783, 607 

528, 680 

Louisiana 

149,803 

328,886 

160,864 

143, 690 

Maine 

85,406 

10,235 

24,979 

13,337 

Maryland 

722,851 

567,425 

1,370,679 

571,264 

Massachusetts 

- 

- 

- 

6,109 

Michigan 

643, 058 

675,814 

763, 110 

325,533 
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Conservation Security Program (CSP) Allocations 
Fiscal Year 2013 Actual (as of September 27, 2013), 

Fiscal Year 2014 Actual (as of October 20, 2014), and 
Fiscal Year 2015 Actual and 2016 Estimate (as of March 1, 2016) 
Source: E’inancial Management Modernization Initiative (FMMI) 


State 

Financial 

Assistance 

2013 

Technical 

Assistance 

2013 

Total 

2013 

financial 

Assistance 

2014 

Technical 

Assistance 

2014 

Total 

2014 

Alabama 

$1, 029, 050 

$152, 400 

$1,181,450 

$1,012, 593 

$35, 751 

$1,048,344 

Alaska 

15, 445 

33,859 

49,304 

16,000 

1,882 

17, 882 

Arizona 

146, 056 

13, 931 

160,047 

147,000 

73, 383 

220,383 

Arkansas 

3,581, 695 

366, 194 

3,947,809 

2,377,867 

240, 847 

2, 618,714 

California 

2,416,280 

226,126 

2,642,406 

2,222,048 

104,430 

2, 326, 478 

Colorado 

2, 018, 840 

250,014 

2,268,854 

1,938,312 

149,588 

2, 007, 900 

Connecticut 

15,338 

9,814 

25,152 

12,843 

2,822 

15, 665 

Delaware 

232,026 

21, 630 

253, 656 

228,000 

12,230 

240,230 

Georgia 

1, 733, 342 

372,508 

2,105,850 

1,107,000 

41,396 

1,148,396 

Hawaii 

135, 371 

28, 639 

164,510 

133,805 

5, 043 

136,848 

Idaho 

9,228,523 

376,045 

9,604,568 

8,707,729 

201,333 

8, 909, 062 

Illinois 

6,200,467 

548, 955 

6,749,422 

2,189,514 

119, 483 

2,308,997 

Indiana 

5, 378,761 

198,053 

5,576,814 

3,194,988 

129, 831 

3,324,819 

Iowa 

15,862,143 

559,362 

16,421,505 

13, 421,077 

342,454 

13,763,531 

Kansas 

5,362,996 

336,554 

5,699,550 

4,585,753 

205,096 

4,790, 849 

Kentucky 

76,925 

55,394 

132,319 

75,000 

13,171 

88, 171 

Louisiana 

104,216 

36,862 

141,078 

104,991 

5, 645 

110, 636 

Maine 

82,452 

18,284 

100,736 

83,000 

7,526 

90,526 

Maryland 

1,124,399 

136,832 

1,261,231 

1,089,435 

78,087 

1,167,522 

Massachusetts 

2,498 

7,523 

10,021 

3,000 

1,000 

4,000 

Michigan 

3,671,589 

146,033 

3,817,622 

2,742,962 

137,358 

2,880,320 

Minnesota 

4,296, 104 

297, 386 

4,593,490 

3,619,763 

78,087 

3,697,850 

Mississippi 

163, 632 

64,663 

228,295 

163,750 

16,780 

180,530 

Missouri 

20,423,614 

663,492 

21,007,106 

17,444,714 

356,566 

17,801,280 

Montana 

7,190,877 

404,223 

7,595, 100 

6,294,700 

301, 058 

6,595,758 

Nebraska 

5, 425, 495 

465, 977 

5,891,472 

4,724,325 

310, 466 

5,034,791 

Nevada 

145, 224 

0, 066 

154,090 

135,000 

10, 349 

145, 349 

New Hampshire 

- 

1, 4 67 

1, 467 

- 

... 

- 

New Jersey 

88,599 

8, 943 

97,542 

77, 680 

4,704 

82,384 

New Mexico 

795, 154 

100,706 

895,960 

452,000 

149,588 

601, 588 

New York 

301, 633 

77, 347 

458,980 

64,000 

5, 645 

69,645 

North 

Carolina 

600, 034 

30, 575 

638,609 

589,000 

12,230 

601,230 

North Dakota 

4,257,412 

340,156 

4,597,568 

4,167,700 

172,168 

4,339,868 

Ohio 

10,291,927 

762,170 

11,054,097 

6,571, 968 

253,077 

6,825,045 

Oklahoma 

1, 874,958 

277,352 

2,152,310 

1, 140,096 

143,003 

1,283, 099 

Oregon 

18, 646, 049 

773,244 

19,419,293 

14,034,520 

416,778 

14,451,298 
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State 

F.1 nancial 
Assistance 
2013 

Technical 

Assistance 

2013 

Total 

2013 

Financial 

Assistance 

2014 

Technical 

Assistance 

2CI4 

Total 

2014 

Pennsylvania 

375,768 

141,368 

517,136 

180,000 

28,224 

208,224 

Rhode Island 

4,627 

2,634 

7,261 

5,000 

1,000 

6,000 

South 

Carolina 

1,167, 452 

137,142 

1,304,594 

884,000 

47, 981 

931,981 

South Dakota 

576,520 


668,215 

565,448 

31, 047 

596, 495 

Tennessee 

199,798 


245,761 

200,000 

18,171 

218, 171 



^^Bviniiss 

1,037,631 

823,000 

79, 028 

902, 028 

Utah 



1,980,631 

1,924,000 

68, 679 

1,992, 679 

Vermont 

9, 813 

6,113 

15, 926 

10,000 

i, COO 

11, 000 



49,511 

216, 632 

167,509 

16, 935 

184,524 

Washington 

4,681,726 

152, 648 

4,834,374 

3,946,255 

103,489 

4,049,744 

West Virginia 

149,972 


187, 965 

148,000 

15, 994 

163, 994 

Wisconsin 

3,169,182 

365,171 

3,534,352 

1,406,295 

87,495 

1,493,790 

Wyoming 

1,171,014 


1,323,040 

1,147,057 

170,286 

1,317,343 




3, 946 

3,000 

- 

3, 000 


_ 


4,494,301 

_ 

550, 593 

550,693 

Total 

147,530, 648 

14,020,380 

161,551,028 

116, 201,777 

5, 358, 877 

121,640,654 




Technical 

Assistance 

2015 

Total 

2015 

Financial 

Assistance 

2016 

Technical 

Assistance 

2016 

Total 

2016 

Alabama 

$511,954 

$76, 965 

$588, 919 

- 

- 

- 

Alaska 

12, 172 

1,342 

13,514 

- 

- 

- 


28,815 

7,639 

36,454 

- 

- 

- 


212,092 

101,439 

313,531 

$8,000 

S3, 000 

$11,000 

California 

234,216 

171,120 

405, 336 

74,000 

22,000 

96,000 

Colorado 

989, 309 

244,782 

1,234,091 

- 

- 

- 

Connecticut 

11,965 

17,761 

29,726 

- 

- 

- 

Delaware 

126,218 

31,855 

158,073 

- 

- 

- 

Georgia 


108,569 

333, 912 

19,000 

6,000 

25,000 

Hawaii 


14,166 

101,450 

_ 

- 

- 

Idaho 

3,587,137 

364,507 

3, 951, 644 

37,000 

o 

o 

48,000 



70, 974 

314,868 

1.2,000 

4,000 

16,000 

Indiana 

204,816 

99,203 

304,019 

6,000 

2,000 

8,000 

Iowa 

599,096 

203,610 

802,706 

37,000 

11, 000 

48, 000 

Kansas 

126,505 

69,732 

196,237 

6,000 
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11,000 

48,000 

Massachusetts 

2,498 

4,490 
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3,000 

1,000 

4, 000 














Conservation Stewardship Program (CStP) Allocations 
Fiscal Year 2013 Actual (as of September 27, 2013), 

Fiscal Year 2014 Actual (as of October 20, 2014), and 
Fiscal Year 2015 Actual and 2016 Estimate (as of March 1, 2016) 

Source: Financial Management Modernization Initiative (FMMI) - Status of Funds GL 
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Wetlands Preserve Program (WRP) Allocations 
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Mr, 

mandatory 

2017. 


Aderhoit : 
farm bill 


Please provide the apportionment schedule for 
conservation programs for fiscal years 2016 and 


Response: The information is submitted for the record, which 

includes two apportionment schedules for fiscal year 2016 for the 
mandatory conservation programs: one for the no-year account (16-AP- 
NRCS'-02) and one for the annual account (IB-AP-NRCS-OS) . An 
apportionment schedule is not available for fiscal year 2017; the 
initial request for that year will not be made until September 2016. 

[The inform.ation follows:] 
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SF 132 APPORTIONMENT SCHEDULE 


FY 2016 Apportionment 
Funds p'ovlded by Public Laws 113-79 


16-AP-NRCS-02 


Line 

No 

Line 

Split 

Bureau/ Account Title / Cat B Stub / Line Split 

Previous 

Approved 

Prev Footnote 

Aqencv Reouest 

Agency Footnote 

0MB Action 

0MB Footnote 

Memo 

Obliqatlons 

IterNc 

RptCat 

AdjAut 

1000 

1204 

1230 

1251 

1840 

1 

NO 

YES 

ME 

SEQ 

Department of Agriculture 

Bureau: Natural Resources Conservation 

Account; Farm Security and Rural investment 
(005-53-1004) TAPS; 12-1004 /X 

Last Approved Apportionment: N\A, First Request 
Reporting Categories 

Adjustment Authority provided 

Budgetary resources 

Mandatory Estimated • Unob Bal: Brought forward, 0 
BA: Mand: Reapproprialion 

BA: Mand: NewtUnob bal of approps perm reduced 
BA; Mand: Appropriations:Antic nonexpend irans net 
BA: Mand: Spending auth:Antic cc^is. reimbs. other 

Service 

Programs 

of Year 

rtober 1 


992.375,982 

136,200,000 

-261.324,408 

3.706,806,000 

500,000 


992,375,982 

136.200,00( 

-261,324,408 

3,706,806,000 

500,000 



1920 


Total budgetary resources avail (disc, and mand.) 

0 


4,574,557,574 

B1 

4,574,557,574 

B1 


6004 

6011 

6012 

6013 

6014 

6015 

6016 

6017 

6018 
6020 

6021 

6022 

6023 

6024 

6025 

6027 


Application of budgetary resources 

Category A -• 4th quarter 

Category B Projects 

Chesapeake Bay Watershed Program (Financial Assi 

Healthy Forests Reserve Program (Financial Assistan 

Environmental Quality Incentives Program (Financial 

Conservation Security Program (Financial Assistance 

Conservation Stewardship Program (Financial Assists 

Agricultural Conservation Easement Program (Financ 

Regional Conservation Partnership Program (Financi< 

Voluntary Public Access Program (Financial Assistam 

Wetlands Reserve Program (Financial Assistance) 

Farm and Ranch Lands Protection Program (Financia 

Wildlife Habitat Incentives Program (Finandal Assista 

Grasslands Reserve Program (Financial Assistance) 

Agricultural Water Enhancement Program (Financial / 

Wetlands Mitigation Banking Program (Firtandal Ass< 

Technical Assistance 

>tance) 

ce) 

^ssistartce) 

1 

nee) 

al Assistance) 

1 Assistance) 

■'’l 

Assistance) 

ncej 

ssislance) 

tance) 


676,696,984 

6,950,197 

8,633,614 

1.062.412,687 

5.560,245 

1.065,001,731 

333.422,019 

124,871,665 

19,683,560 

127,066,659 

42,016,876 

2,970,954 

977,324 

2,866,027 

9.000,000 

1,088,407,032 


676,696.984 

6,950,197 

6,633,614 

1,062,412,687 

5,560,245 

1,065,001,731 

333,422,019 

124,871,666 

19,683,560 

127,066,659 

42,016,876 

2,970,954 

977,324 

2,886,027 

9,000,000 

1,088,407,032 



6190 


Total budgetary resources available 

0 

B 


■ 


■ 



Submitted: David Lippoid. Director. Budget Control artd Analysis Division Dale: September 29, 2015 


See Approval Info tab for 0MB approval information 
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SF t32 APPORTIONMENT SCHEDULE 


FY 20i&Appat]nCT«nt 
Funos provtcteiilsir Pub^c Uw 112-^9 


16'AP-HRCS-D3 
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Mr. Aderholt: How many comprehensive nutrient manageraent plans 
has NRCS completed since 2002? How many will be completed in fiscal 
year 2015 and are estimated to be completed in fiscal year 2016? 

Response: NRCS has completed approximately 56,021 comprehensive 

nutrient management plans (CNMPs) since 2002. Of these, 1,407 were 
completed in 2015. We estimate the agency will complete 1,200 CNMPs in- 
fiscal year 2016. 


Mr. Aderholt: Please provide a table showing the number of NRCS 
personnel assigned to headquarters, States, national centers, and any 
other offices. Please breakout by State. 

Response: The tables below display the number of NRCS personnel 

assigned to National Headquarters (NHQ) , including personnel located in 
States but assigned to an NHQ organizational unit, States, national 
centers and other offices. The numbers reflect all active employees as 
of February 2016, including permanent full-time and part-timie 
personnel . 

[The information follows:] 


NRCS Personnel Assignments by Organizational Units 


Location 

Number 

Percent 

State/Field Offices 

9, 459 

90% 

NHQ* 

931 

9% 

National Centers and Other 

165 

1% 

Total 

10, 555 



*NHQ includes: National Headquarters staff and staff located at the 
National Employee Development Center, the National Information Technology 
Center, and personnel located in States who are assigned to an NHQ 
organizational unit, including personnel who have been reassigned as a 
result of the NRCS Administrative Transformation. 


NRCS Personnel Locations by State 


State/ 

Territory/Area 

Number of 
Personnel 

NHQ 

Field 

Centers 

AK 

56 

3 

53 

- 

AL 

183 

6 

177 

_ 

AR 

272 

9 

254 

9 

AS 

4 

- 

4 

- 

AZ 

132 

11 

121 

- 

CA 

366 

18 

347 

1 

CO 

294 

41 

250 

3 

CQ 

5 

- 

5 

- 

CT 

52 

1 

51 

- 

DC 

295 

253 

9 

33 

DE 

33 

- 

33 

- 

FL 

179 

12 

166 

1 

FM 

2 

- 

2 

_ 
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State/ 

Terri tcry/Area 

Number of 
Personnel 

NHQ 

Field 

Centers 

GA 

217 

6 

210 

1 

GU 

7 

- 

7 

_ 

HI 

53 

4 

49 

- 

lA 

439 

16 

422 

1 

ID 

148 

2 

14 6 

- 

IL 

284 

6 

278 


IN 

210 

5 

203 

2 

KS 

289 

9 

279 

1 

KY 

187 

7 

179 


LA 

216 

11 

205 

- 

MA 

58 

4 

52 

2 

MD 

165 

81 

79 

5 

ME 

75 

3 

72 

- 

MI 

191 

5 

186 


MN 

326 

12 

314 

_ 

MO 

359 

9 

350 

- 

MS 

265 

12 

252 

1 

MT 

277 

6 

271 

_ 

NC 

220 

51 

151 

18 

ND 

255 

6 

249 

» 


369 

7 

351 

11 

NH 

47 

3 

43 

1 

NJ 

62 

6 

56 

_ 

NM 

164 

6 

157 

1 

NV 

63 

3 

60 

_ 

NY 

160 

7 

152 

1 

OH 

234 

8 

226 

- 

OK 

270 

o 
< — 1 

260 

_ 

OR 

228 

40 

165 

23 

PA 

183 

5 

178 


PR 

53 

3 

50 

_ 

RT 

30 

2 

23 

_ 

SC 

114 

3 

1 11 


SD 

255 

6 

249 

- 

TN 

209 

10 

199 

_ 

TX 

893 

157 

690 

46 

UT 

163 

11 

152 

_ 

VA 

181 

9 

172 

_ 

VI 

3 

- 

3 



69 

1 

67 

1 


174 

8 

166 
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State/ 

Territory /Are a 

Number of 

Personnel 

NHQ 

Field 

Centers 

WI 

249 

9 

239 

1 

WV 

144 

6 

138 

~ 

WY 

124 

2 

121 

1 

Total 

10,555 

931 

9, 459 

165 


Mr. Aderholt: Please provide a list of the national centers, 
including location, funding and staff levels associated with each 
center for fiscal years 2009 through 2016 and anticipated for fiscal 
year 2017 . 

Response: The information is provided for the record. 

[The information follows:] 




National Centers 


800 






















801 






































802 





















803 


H 


4-) 

fO 

a 

V) 

O 

0) 

o 

.-I 

rd 

d 

o 

■H 

4-! 

m 

2 

0) 

x: 

-p 

o 


■d 

0) 

> 

o 

a 

a 

d 

0) 

x: 

p 

c 

o 

■d 

d 

V) 

d 

X 


M 

0) 

P 

c 

0) 

u 

p 

c 

d 


Q) 

Cn 

d 

C 


CO 

u 

0) 

iJ 

p 

d 

P 

cr 

■0 

rO 

0 

3^ 


ro 

r— l 

o 

(N 


p 




d 


0 

CO 

a 


p 

CO 



>1 

o 


■0 

d 

0) 


0 

s: 

o 


d 




0 

1— 1 


'H 

> 

d 


H 

■p 

d 


d 

p 

0 


0 

u 

■H 


p 

0 

P 



p 

d 


to 

p 

Z 


d 

0 



S 

0) 



d 

X 


0 

0 

p 


p 

■H 



d 

p 

g 


p 

d 

0 

rn 

0 



rH 

d 

•H 

p 

O 

p 

d 

V 

(N 

p 

d 


CO 

cn 

Q> 



p 

cn Cu 

P 

0 

d 


d 

0 

d 

d 

d 

p 

X 

•H 

0 


u 


-H 

CO 


0 

P 

p 

0 

u 

d 

0 

g 

c 

N 

p 

d 

0 

•H 

p 

d 

1 — 1 

d 

d 


p 

d 

d 

CO 

0 

cn 

CT* 

V 

u 

V! 

'0 

P 

X 

0 

d 

0 

u 


0 

p 

d 

p 

D 

CO 


0 

0 

U 

1 — 1 

0 

z 

d 

0 

p 

0 

d 

0 

o 

-C 

p 

X 

•H 

E-t 

d 

p 

P 


0 


d 


u 


z 



804 


Mr. Aderholt: Please provide a list of the national technology 
support centers, including their location, funding and staff levels 
associated with each center, for fiscal years 2009 through 2016 and 
anticipated for 2017. 

Response: The information is provided for the record. 

[The information follows:] 
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Mr. Aderholt: Please provide a list of all Plant Materials 
Centers, including location, funding and staff levels for fiscal years 
2009 through 2016 and anticipated for fiscal year 2017 . 


Response: Plant Materials Center (PMC) operating costs and staff 

levels, reported as full-time equivalents (FTEs), for 2009 through 2015 
are actuals, and 2016 and 2017 are estimates. Operating costs include 
staff costs, normal operating expenses, equipment maintenance and 
replacement, and facility maintenance and upgrades. 

[The information follows:] 



PLANT MATERIALS CENTERS OPERATING COSTS AND FTEs 
FY 2009 - 2015 Actual, and FY 2016 and 2017 Estimates 
{Dollars in Thousands) 
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Mr. Aderholt: How much funding was spent on GiS activities for each 
of fiscal years 2009 through 2016? 

Response: The information is provided for the record. There are 

five major components to the NRCS Enterprise GIS Program: Hardware, 
Software, Data, People, and Procedures. The National Geospatial Center 
of Excellence tracks NRCS Enterprise Geospatial investments. 

[The information follows:] 
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Environmental Quality incentives Program (EQIP) 

Mr. Aderholt: How much funding was allocated to livestock 
concerns through the Environmental Quality Incentives Program for 
fiscal years 2015 (actual) and 2016 (estimated)? 

Response: NRCS allocated $536,445,887 of Environmental Quality 

Incentives Program (EQIP) financial assistance funding in fiscal year 
2015 to livestock concerns, or 62 percent of the total EQIP financial 
assistance funding available, and estimates that $570,000,000, or 60 
percent, will be allocated to livestock concerns in fiscal year 2016. 
Please see the chart below. 

[The information follows:] 


EQIP Livestock Related Contract Obligations 


Fiscal Year 

Financial Assistance 
Allocated for 
Livestock Concerns 
($) 

Financial 
Assistance 
Allocated for 
Livestock Concerns 
{%) 

2015 Actual 

$536,445,887 

62 % 

2016 Estimated 

570,000,000 

60% 


Data Source: ProTracts 10/2015 


Mr. Aderholt: How many new conservation practices were installed 
or implemented through the Environmental Quality Incentives Program in 
fiscal years 2009 through 2015? 

Response: NRCS provided technical assistance and financial 

assistance to producers to install or implement 1,216,028 new 
conservation practices through the Environmental Quality Incentives 
Program in fiscal years 2009 through 2015. 


Mr. Aderholt: Please provide a list of EQIP initiatives with 
targeted funding for the fiscal years 2014 through fiscal year 2016 to 
date and the amount of funding per initiative (e.g., water quality 
within the Western Lake Erie Basin; monarch butterflies; sage grouse, 
etc . ) . 


Response: In the table below, fiscal years 2014 and 2015 

initiatives are shown as funds obligated, and fiscal year 2016 
initiatives are shown as funds allocated. The information is provided 
for the record. 


[The information follows : ] 
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EQIP Initiatives and FY 2014, 2015 and 2016 Funding as of February 


2016 


Initiative 

FY 2014 
Financial 
Assistance 
Obligated 

FY 2015 
Financial 
Assistance 
Obligated 

FY 2016 
Financial 
Assistance 
Allocated 

Ag Certainty 

1,170,722 

781, 912 

- 

Bog Turtle 

- 

- 

56, 981 

California Bay Delta 

17, 673, 377 

11, 183, 715 

10, 708, 494 

CCPI-Mississippi River Basin 

51, 005,517 

26, 588,849 

29, 999, 999 

Driftless Area 

4,002,045 

1, 452,496 

1, 500, 000 

Drought Recovery 

3, 901,327 

7, 699, 266 

15,000,000 

Florida Everglades 

4,150, 821 

2,274,253 

- 

Forest Service Partnership/Joint 
Chief's Landscape Restoration 

9, 660, 434 

17,044, 369 

16, 795, 617 

Golden Winged Warbler 

1,302,287 

800, 904 

1, 151,226 

Gopher Tortoise 

1,579,728 

3, 507,983 

3, 698,804 

Gulf of Mexico 

2,239,698 

814,738 

- 

Honey Bee Pollinator 

3,250,456 

2,227, 099 

2,558, 650 

Illinois River (Eucha/Spavinaw) 

4,079, 465 

2, 493, 186 

3,742,647 

Lesser Prairie Chicken 

2,725, 976 

3, 071, 498 

2,871,061 

Long Leaf Pine 

11,744, 133 

8,421,754 

10, 601, 225 

National Air Quality 

29,508,203 

20,660,211 

25,000,000 

National Water Quality 

26,433,753 

22,700,283 

25,000,355 

New England Cottontail 

586,797 

451, 033 

400,001 

Ogallala Aquifer 

19, 143, 104 

7, 949, 154 

8,000,000 

Prairie Pothole Wetland & 

Grasslands Retention Project 

7,755,691 

5, 915, 470 

5,072, 036 

Red River Basin 

- 

2,421, 847 

4,766,749 

Sage Grouse 

19, 396,722 

18,062,836 

22, 366,372 

Southwestern Willow Flycatcher 

1, 434, 947 

827,463 

1,281, 954 

Water Quality Monitoring Activity 

740, 921 

600,823 

- 

Western Lake Erie Basin 

3,012,293 

105, 430 

10, 400,000 

TOTAL 

226, 498, 417 

168,056, 572 

200, 972,171 


Conservation Security 

Mr. Aderholt:: For the Conservation Security Program, please 
provide the total number of existing contracts, including the funding 
associated with them, their location (State), the number of years 
remaining on the contracts and the total estimated payments. 

Response: The total number of existing contracts, including the 

funding associated with them, their location (State), the number of 
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years remaining on the contracts and the total estimated payments are 
identified in the table below. 

[The information follows:] 


Conservation Security Program Existing Contracts 


State 

Expiring FY 
2016 

Expiring FY 
2017 

Total 
Number of 

Contracts 

Total 

Dollars 

Obligated 

No . 

Dollars 

Obligated 

No. 

Dollars 

Obligated 

Arkansas 

1 

$169, 013 



1 

$ 169, 013 

California 

29 

2, 956, 413 



29 

2 , 956, 413 

Georgia 



2 

$150, 272 

2 

150, 272 

Idaho 

1 

341,862 



1 

341,882 

Illinois 



1 

88,795 

1 

88,795 

Indiana 



2 

45,060 

2 

45, 060 

Iowa 



6 

297, 996 

6 

297,996 

Kansas 



1 

46, 144 

1 

46 , 144 

Kentucky 

1 

126, 677 



1 

126, 677 

Louisiana 



3 

103, 478 

3 

103,478 

Maryland 



6 

287, 250 

6 

287,250 

Massachusett 



3 

17,042 

3 

17, 042 

Michigan. 



3 

292, 034 

3 

292, 034 

Missouri 



7 

244,329 

1 

244,329 

Montana 



3 

888 , 424 

3 

888,424 

Nebraska 

5 

585, 980 

46 

5, 516, 973 

51 

6, 102,953 

North Dakota 



6 

1,284,264 

6 

1, 284,264 

Ohio 



3 

401,476 

3 

401, 476 

Oklahoma 



2 

39,047 

2 

39, 047 

Pennsylvania 



2 

13, 824 

2 

13, 824 

South Dakota 



2 

526,240 

2 

526, 248 

Utah 



1 

194,938 

1 

194, 938 

Vermont 



1 

70,022 

1 

70,022 

Washington 



4 

560,202 

4 

560, 202 

West 



1 

13,083 

1 . 

13, 083 

Wisconsin 



X 

41, 306 

1 

41,306 

Grand Total 

37 

4,179, 965 

106 

11,122,207 

143 

15 , 302, 172 


Data Source: ProTracts October 9, 2015 


Mr. Aderholt; Please provide the number of acres per year that 
have been enrolled in the Conservation Stewardship Program. How many 
will be enrolled in fiscal year 2016 and estimated in fiscal year 2017? 
What IS the average cost per acre of all enrolled contracts? What is 
the average acreage enrolled per farm? 


Response: The Agricultural Act of 2014 (2014 Farm Bill) 

authorizes enrollment of 10 million new acres annually in the 
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Conservation Stewardship Program. Prior year information is displayed 
in the table below. 

[The information follows:] 


Conservation Stewardship Program Acres Enrolled 


Fisca 

1 Year 

No. of 

Contracts 

Acres 

Average Cost 
Per Acre 
(FA only) 

Average 
Acreage Per 
Contract 

2011 

(new) 

9, 448 

12, 750, 676 

$15 

1,321 

2012 

(new) 

8. 932 

12, 109,876 

14 

1, 345 

2013 

(new) 

6, 992 

9, 519,371 

13 

1, 361 

2014 

(new) 

7, 631 

9, 598,222 

15 

1, 258 

2015 

( new) 

5,776 

7,056,558 

13 

1, 222 

2015* ( 

renewal ) 

11,265 

17,002,820 

11 

1, 509 

2016 

(new) 

- 

10,000,000 

- 

_ 

2016 (renewal) 

- 

9,267,732 

- 

- 

2017 

(new) 

- 

10,000,000 



2017 (renewal) 

- 

9,082,407 


- 


Data Source: ProTracts 10/9/2015 

* Fiscal year 2015 is the first year with renewals. 


Mr. Aderholt: How much funding was allocated to maintain 
existing practices and how much was allocated for new practices in 
fiscal year 2015 for the Conservation Stewardship Program? How much is 
estimated to be allocated for these purposes in fiscal years 2016 and 
2017? 


Response: The table below identifies the financial assistance 

funding allocated to existing practices and new practices in 2015 
(actual), 2016 (estimated) and 2017 (estimated). 

[The information follows:] 


ccns£:rvation stewardship program practices 


Practice 

Category 

2015 Actual 

2016 Estimate 
(Renewal portion) 

2017 Estimate 
(Renewal portion) 

Existing 

$130,236,613 

$106,754,845 

($50,754,854) 

$123, 282,762 
($67, 282, 762) 

New 

99,751,127 

124,284,904 

(40,284,904) 

136,865,027 

(52,865,027) 

Totals 

229,987,740 

231,039,749 

(91,039,758) 

260,147,789 

(120,147,789) 


Data Source: NRCS Protracts 


Note: The ratio between new practices to existing practices in fiscal 
year 2015 was 57:43 of $229,987,740 in financial assistance, which 
included renewals. In 2016, the renewals ratio split was 56:44 of 
$91,039,758 in financial assistance. The 2016 estimated ratio split on 
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new enrollments is 40:60 of $140 million in financial assistance. In 
2017, estimated ratio splits are 56:44 and 40:60, for renewals and new 
enrollments . 


Wetlands Reserve Program 

Mr. Aderholt: Please provide a summary of the Wetlands Reserve 
Program over the lifetime of the program. Include information on the 
cumulative total number of acres enrolled in permanent easements, 30- 
year easements, 30-year agreements with Tribes, and restoration cost- 
share agreements. Please also show the technical assistance cost 
associated with each and the average cost of permanent easements, 30- 
year easements, 30-year agreements with Tribes, and restoration cost- 
share agreements. 

Response: The Wetlands Reserve Program (WRP) was authorized in 

1990 and was in effect through February 1 , 2014. The total WRP funding 
for technical assistance obligated to the States from. 2002 through 2015 
is approximately $393,1 million. NRCS does not collect data regarding 
technical assistance costs associated with each enrollment type nor 
data regarding due diligence and other acquisition associated costs by 
enrollment type. Total financial assistance obligated to the States 
for WRP from 2002 through 2015 is nearly $4 billion. The data in Table 
1 below reflects financial assistance funds obligated by enrollment 
type through WRP and also includes data for the Emergency Wetlands 
Reserve Program (EWRP) . 

WRP was repealed by the Agricultural Act of 2014 and the program 
purposes were incorporated into the Wetlands Reserve Easement (WRE) 
component of the new Agricultural Conservatio.n Easement Program (ACEP) . 
NRCS does not track technical assistance funds by specific program 
components for ACEP. ACEP-WRE cumulative information is provided in 
Table 2 below. 

[The information follows:] 


Table 1: Wetlands Reserve Program 

Cumulative Data (Fiscal Years 1992 - 2014) 

Agreement Type 

Cumulative Total Acres 
Enrolled 

Average Cost 
per Agreement^'' 

Permanent Easements^^ 

2, 195,450 

$442,000 

30- Year Easements 

448,477 

178,000 

30-Year Contracts with 

Tribes V 

2,915 


Restoration Cost Share 
Agreements (not associated 
with an Easement) 

118,030 

145, 000 

Total 

2,764,372 

- 


Amounts reflect the financial assistance funds and do not include 
funds allocated for technical assistance, due diligence, and 
acquisition costs associated with agreements. Average costs do not 
include financial data prior to 2002, as it is not available. 

"/ Includes Emergency Wetlands Reserve Program (EWRP) data. 
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2/ Cumulative financial data to distinguish between 3C-year contracts 
with Tribes and 30-year easements is not available. 


Table 2: Agricultural Conservation Easement Program 

Wetlands Reserve Easement 

Cumulative Data (Fiscal Years 2014 - 2015) 

Agreement Type 

Cumulative Total Acres 
Enrolled 

Average 
Cost per 
Agreement 

Permanent Easements 

89, 121 

S397, 508 

30~Year Easements 

12, 166 

176, 447 

30-Year Contracts with Tribes 

- 

~ 

Restoration Cost Share 

Agreements (not associated with 
an Easement)^/ 



Total 

101,287 

- 


V Restoration Cost Share Agreements are not authorized through ACEP- 
WRE. 


Mr. Aderholt: Please provide a chart showing Wetlands Reserve 
Program enrollments, including acres, contracts and associated funding 
by State over the history of the program. 

Response: The total numbers, • acres, and associated funding for 
the Wetlands Reserve Program (WRP), including data for the Emergency 
Wetlands Reserve Program (EWRP) , is included in Table 1 below. The WRP 
was enacted in 1990 and repealed by the Agricultural Act of 2014; 
however, Section 2703 of the Agricultural Act of 2014 authorized the 
continued use of funds made available between fiscal years 2009 and 
2013 for existing WRP enrollments to meet financial assistance and 
technical assistance needs such as restoration. WRP program purposes 
were included in the Agricultural Conservation Easement Program - 
Wetlands Reserve Easement component (ACEP-WRE) through the Agricultural 
Act of 2014. NRCS does not track technical assistance funds by program 
component for ACEP. Total numbers, acres, and associated funding for 
the ACEP-WRE is included in Table 2 below. This information is 
provided for the record. 

[The information follows:] 


Table 1: WRP Enrollment, Acres, and Associated Costs 
(Dollars in thousands) 

State 

Number of 
Agreements^'' 

Acres^-' 

Financial 

Assistance^'' 

Technical 

Assistance^'' 

Alabama 

198 

26, 576 

$59, 632 

$4,596 

Alaska 

1 

16 

93 

279 

Arizona 

3 

1,724 

603 

5 4 6 

Arkansas 

587 

228,214 

186, 039 

21, 881 
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Table 1: WRP Enrollment, Acres, and Associated Costs 
{Dollars in thousands) 

State 

Number of 
Agreements^' 

Acres-' 

Financial 

Assistance-^’ 

Technical 

Assistance^'' 

California 

315 

125,756 

240, 005 

16, 699 

Colorado 

103 

19, 645 

21,284 

3, 180 

Connecticut 

14 

898 

2, 062 

703 

Delaware 

41 

2,364 

7,272 

916 

Florida 

139 

248,145 

659, 863 

30,033 

Georgia 

111 

39,583 

54,730 

4, 055 

Hawaii 

7 

346 

5, 156 

844 

Idaho 

67 

12, 615 

16, 134 

2,204 

Illinois 

365 

76,720 

100, 657 

10,283 

Indiana 

688 

64, 965 

117,724 

11,767 

Iowa 

1,248 

136,246 

208,878 

17,102 

Kansas 

217 

23,043 

26 , 071 

4,542 

Kentucky 

219 

28,919 

65, 693 

5 , 393 

Louisiana 

905 

291, 460 

236, 975 

30, 527 

Maine 

14 

8,141 

1 , 942 

612 

Maryland 

130 

14,743 

38,935 

3 , 287 

Massachusetts 

31 

1 , 396 

20,011 

1,272 

Michigan 

463 

40, 613 

73, 880 

8,484 

Minnesota 

1 , 005 

118, 594 

212,048 

22 , 606 

Mississippi 

582 

176 , 326 

131,500 

18,820 

Missouri 

1 , 050 

142, 008 

148,267 

17,804 

Montana 

71 

23, 634 

20, 516 

3,860 

Nebraska 

646 

87,558 

141, 131 

14,018 

Nevada 

9 

10, 899 

17,330 

919 

New Hampshire 

149 

13, 285 

59, 653 

3,277 

New Jersey 

44 

4,850 

14,772 

1,458 

New Mexico 

8 

1 , 176 

4,199 

655 

New York 

1,278 

54,336 

52,222 

13, 947 

North 

Carolina 

125 

51, 703 

97,270 

8,382 

North Dakota 

707 

119,416 

123, 733 

12, 166 

Ohio 

401 

25,308 

52, 676 

6,438 

Oklahoma 

293 

64,280 

58,502 

8,421 

Oregon 

168 

63,295 

99,794 

11, 167 

Pennsylvania 

197 

8 , 635 

34, 439 

3, 235 

Puerto Rico 

2 

1,515 

1, 377 

282 

Rhode Island 

8 

1,729 

2, 908 

602 

South 

Carolina 

245 

69, 736 

77, 639 

7,046 
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Table 1: WRP Enrollment, Acres, and Associated Costs 
(Dollars in thousands) 

State 

Number of 
Agreements*'' 

Acres^-' 

Financial 

Assistance^'' 

Technical 

Assistance^''' 

South Dakota 

831 

83, 134 

99,800 

10, 952 

Tennessee 

304 

45, 770 

96, 038 

7,863 

Texas 

173 

95,782 

115,613 

16, 468 

Utah 

20 

7, 365 

4,821 

1,084 

Vermont 

58 

3, 704 

5, 944 

1, 221 

Virginia 

63 

2, 335 

6, 103 

1, 336 

Washington 

196 

27,110 

o 

CD 

6, 031 

West Virginia 

32 

587 

1, 690 

1, 150 

Wisconsin 

618 

60, 573 

93, 918 

9, 583 

Wyoming 

111 

8,101 

10,125 

3, 081 

Grand Total 

15,259 

2,764,872 

3, 977,854 

393, 077 


Total number of enrollments and acres is cumulative for WRP and EWRP 
and includes data from 1992-2015. No new WRP enrollments occurred in 
2014 and 2015. 

2^ Associated financial assistance and technical assistance costs are 
included for 2002-2015. Although no new WRP enrollments occurred in 
2014 and 2015, additional costs such as restoration, were incurred for 
prior year enrollments. 


Table 2: ACEP-WRE Enrollment, Acres, and Associated Costs 

State 

Number of 
Agreements'^ 

Acres^'' 

Financial Assistance-''^'' 

Alabama 

5 

368 

$1, 134,783 

Arkansas 

37 

13, 750 

34,792, 732 

California 

16 

9, 712 

19,262,156 

Colorado 

1 

216 

48,615 

Delaware 

4 

522 

1,963, 925 

Florida 

13 

8,533 

37,403, 363 

Georgia 

13 

6, 544 

10, 434,294 

Idaho 

- 

_ 

8, 138 

Illinois 

10 

677 

3, 128, 359 

Indiana 

26 

1, 637 

6, 191, 132 

Iowa 

23 

2,787 

21,719, 962 

Kansas 

18 

1, 359 

3,346,416 

Kentucky 

25 

3,292 

13, 143,767 

Louisiana 

60 

16, 496 

26, 583, 324 

Maryland 

9 

954 

3,283, 140 

Massachusetts 

2 

294 

1,092,115 

Michigan 

9 

603 

1, 848, 945 

Minnesota 

4 

2,171 

1,132, 444 
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Table 2: ACEP-WRE Enrollment, Acres, and Associated Costs 


State 

Number of 
Agreements^’' 

Acres^'' 

Financial Assistances/-^-'' 

Mississippi 

16 

2,711 

6 , 317, 542 

Missouri 

19 

2, 479 

9 , 151, 228 

Montana 

2 

307 

445, 750 

Nebraska 

10 

1,991 

4 , 561, 871 

Nevada 

3 

677 

2 , 553, 349 

New Hampshire 

15 

1, 550 

3 , 918, 623 

New Jersey 

5 

136 

809, 788 

New York 

15 

967 

2 , 999, 326 

North 

Carolina 

1 

529 

1 , 406,317 

North Dakota 

27 

6, 490 

7 , 806, 498 

Ohio 

18 

1,795 

6 , 959, 713 

Oklahoma 

4 

541 

1 , 578,899 

Oregon 

1 

18 

692,837 

Pennsylvania 

18 

571 

5, 412, 593 

Rhode Island 

- 

_ 

8, 199 

South 

Carolina 

2 

791 

2, 504,366 

South Dakota 

27 

3, 689 

11,840, 334 

Tennessee 

15 

1,293 

4,212,328 

Texas 

3 

2,096 

4, 671, 831 

Utah 

1 

105 

828,687 

Vermont 

2 

62 6 

996, 155 

Virginia 

3 

566 

1, 710, 093 

Washington 

2 

299 

283, 930 

West Virginia 

- 


1, 771, 381 

Wisconsin 

20 

1,145 

2,444, 943 

Grand Total 

504 

101,287 

272 , 404,191 


Total number of enrollments and acres is cumulative for ACEP-WRE and 
includes data from 2014-2015. 

Associated financial assistance costs are included for 2014-2015. 
Note that costs may be incurred prior to enrollment. 


Mr. Aderholt: How many Wetlands Reserve Program contracts, 
including acres and associated costs, have been sold or transferred 
since the contract was first signed? How many contracts are currently 
held by States and organizations? 

Response: As of March 8, 2016, 2,045 Agricultural Conservation 

Easement Program - Wetlands Reserve Easements (ACEP-WRE) , including 
easements enrolled through the repealed Wetlands Reserve Program (WRP), 
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have been sold or transferred by the original landowner. These 
transfers are associated with approximately 395,002 acres. Because no 
acquisition payments are received by a new landowner after the easement 
has been purchased, there are no associated costs for these 
transfers. There are approximately 771 ACEP-WRE easements, including 
easements enrolled through the repealed WRP, where the land is owned by 
State or local governments. 

Farm and Ranch Lands Protection Program 

Mr. Aderholt: Please provide the same information as listed 
above for the Wetlands Reserve Program for the Farm and Ranch Lands 
Protection Program. 

Response: The Farm and Ranch Lands Protection Program (FRP?) was 

in effect from 1996-2014. The FRPP does not offer enrollment options 
of 30-year easements, 30-year agreements v/ith Tribes, or restoration 
cost-share agreements. The cumulative number of enrollments and acres 
for permanent FRPP agreements is shown below in Table 1. No FRPP 
enrollments occurred in fiscal year 2014, when FRPP was repealed and 
the program purposes were incorporated into the Agricultural 
Conservation Easement Program - Agricultural Land Easement (ACEP-ALE) 
component with the passage of the Agricultural Act of 2014. The 
average cost of a permanent FRPP easement (including associated costs) 
over the life of the program is $1,105 per acre. NRCS does not track 
technical assistance funds by program component for ACEP. The 
cumulative number of enrollments and acres for permanent ACEP-ALE 
Agreements is shown below in Table 2. 

[The information follows:] 


Table li FRPP Enrollment Information 1996-2014 


Number of 
Agreements^'' 

Parcel 

Acres^'' 

Financial 

Assistance^'' 

( thousands ) 

Technical 

Assistance^'' 

( thousands ) 

Cumulative 

Total 

4, 440 

1,100, 647 

$1,216,516 

$45,883 


1'' Cumulative FRPP number of agreements and acres are representative of the 
program life span (1996-2014). No FRPP enrollments have occurred since 2013. 

FRPP financial and technical assistance costs associated with FRPP 
enrollments include 2002-2014 and represent State level costs only. 


Table 2: ACEP-ALE Enrollment Information 2014-2015 


Number of 
Agreements-'’ 

Parcel Acres'^' 

Financial Assistance^' 

Cumulative 

Total 

328 

157,787 

$130, 301, 528 


Cumulative ACEP-ALE number of agreements and acres are representative of 
the program life span (2014-2015) . 

2-^ Financial Assistance obligations represent State level obligations only. 
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Pr ogram information by State : Cumulative FRPP information by 
State for enrollments and acres from 1996-2014 and for financial and 
technical assistance costs from 2002-2014 is shown below in Table 3. 
Cumulative ACEP-ALE information by State is available for enrollments, 
acres, and financial assistance costs from 2014-2015 as shown in Table 
4. States showing financial and technical assistance with no 
enrollment information are reflective of adjustments that can occur due 
to cancellations or other adjustments over time and for due diligence 
costs incurred prior to enrollment. 


[The information follows:] 


Table 3: Cumulative enrollment information for the FRPP including 
number of agreements, acres and associated costs 1996-2014. 


Numiber of 

Parcel 

Financial 

Assistances^ 

Technical 

Assistance"''' 

State Name 

Agreemients^'' 

Acres*'' 

(thousands) 

(thousands) 

Alabama 

32 

5, 987 

$ 6, 837 

$466 

A.i. as ka 

3 

120 

1 , 917 

243 

Arizona 

5 

2,796 

2,7 65 

155 

Arkansas 

- 

- 

154 

50 

California 

91 

30,031 

45, 649 

1,501 

Colorado 

151 

133, 195 

63,893 

1, 618 

Connecticut 

159 

14,900 

44,853 

2, 068 

Delaware 

305 

39,781 

49, 756 

1,165 

Florida 

28 

24, 132 

39, 651 

915 

Georgia 

19 

2, 683 

8,893 

279 

Hawaii 

4 

309 

9, 541 

440 

Idaho 

22 

15,200 

8, 958 

363 

Illinois 

30 

4,330 

13, 003 

341 

Indiana 

- 

- 

1,000 

24 

Iowa 

12 

2,748 

2,404 

118 

Kansas 

46 

40, 915 

9, 688 

32 6 

Kentucky 

201 

33, 466 

29, 365 

1, 190 

Louisiana 

- 

- 

27 

20 

Maine 

45 

7,712 

13, 303 

554 

Maryland 

240 

32,862 

42, 579 

2,114 

Massachusetts 

289 

19,277 

65, 303 

2,376 

Michigan 

138 

19,075 

34,393 

1, 275 

Minnesota 

69 

7,486 

15, 660 

719 

Mississippi 

- 

- 

- 

7 

Missouri 

3 

252 

4,314 

208 

Montana 

57 

76, 622 

31,864 

955 

Nebraska 

15 

38, 430 

6 , 715 

239 

Nevada 

5 

449 

19, 425 

511 

New Hampshire 

144 

9, 128 

31, 091 

1,420 

New Jersey 

246 

21, 999 

74,448 

2,845 
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Table 3: Cumulative enrollment information for the FRPP including 
number of agreements, acres and associated costs 1996-2014. 


Number of 

Parcel 

Financial 

Assistance^/ 

Technical 

Assistance^/ 

State Name 

Agreements'-^ 

Acres^-'' 

(thousands ) 

( thousands } 

New Mexico 

19 

26,341 

6, 621 

257 

New York 

153 

30,532 

40, 008 

1, 677 

North Carolina 

116 

15,279 

28,091 

1, 148 

North Dakota 

3 

212 

1, B82 

94 

Ohio 

293 

49, 454 

52,849 

2,143 

Oklahoma 

24 

3,347 

5, 207 

679 

Oregon 

5 

15,908 

2, 545 

157 

Pennsylvania 

457 

60,209 

53, 871 

2,591 

Puerto Rico 

- 

- 

- 

7 

Rhode Island 

63 

3,202 

37, 976 

1,293 

South Carolina 

52 

8,377 

21,230 

607 

South Dakota 

- 

- 

268 

20 

Tennessee 

9 

1, 952 

7,0 65 

222 

Texas 

18 

7, 160 

27,716 

586 

Utah 

28 

3,847 

10,254 

371 

Vermont 

338 

63,805 

35, 962 

2, 177 

Virginia 

51 

11,023 

19, 190 

787 

Washington 

147 

14,542 

32,491 

1,123 

West Virginia 

149 

19, 507 

31, 472 

1, 298 

Wisconsin 

96 

15, 109 

20,403 

1, 010 

Wyoming 

60 

166, 956 

103, 966 

3, 131 

Grand Total^'' 

4,440 

1, 100, 647 

1,216,516 

45, 883 


Cuinulative FRPP number of agreements and acres are representative of the 
program life span (1996-2014) . Agreement information, is based upon the year 
in which projects were enrolled, adjustments occur due to cancellations or 
other adjustments. No FRPP enrollments have occurred since 2013. 

2'' FRPP financial and technical assistance costs associated with FRPP 
enrollments include 2002-2014 only. 

Obligations represent State level obligations only. 


Table 4: Cumulative enrollment information for the ACEP-ALE including 
number of agreements, acres and associated costs 2014-2015. 

State Name 

Number of 
Agreements^/ 

Parcel 

Acres^/ 

Financial 

Assistance^/ 

Alabama 

_ 


SI, 800 

Alaska 

1 

77 

809,400 

California 

12 

19, 722 

11, 959, 512 

Colorado 

19 

9, 884 

6, 899, 912 

Connecticut 

26 

1, 636 

6, 496, 261 

Delaware 

4 

442 

5, 393,174 

Florida 

13 

9, 492 

11,405, 910 
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Table 4: Cumulative enrollment information for the ACEP-ALE including 
number of agreements, acres and associated costs 2014-2015. 

State Name 

Number of 
Agreements’-'' 

Parcel 

Acres’'' 

Financial 

Assistances^ 

Georgia 

i 

51 

179, 200 

Idaho 

6 

6,335 

3, 826, 831 

Illinois 

2 

201 

302, 906 

Iowa 

3 

1,050 

714,342 

Kansas 

5 

6, 488 

1, 981, 664 

Kentucky 

29 

2, 808 

3, 931,767 

Louisiana 

- 

- 

3, 015 

Maine 

4 

219 

646, 500 

Massachusetts 

24 

993 

5, 238,853 

Michigan 

17 

1,836 

3, 097,364 

Minnesota 

4 

479 

771, 663 

Mississippi 

- 

- 

83, 981 

Montana 

10 

32,338 

9, 039, 699 

Nebraska 

2 

1,406 

645, 831 

Nevada 

4 

7,341 

3, 803, 385 

New Hampshire 

14 

935 

2,529, 755 

New Jersey 

12 

931 

8, 808, 109 

New Mexico 

- 

- 

1, 560 

New York 

6 

765 

2,189, 845 

North Carolina 

5 

525 

1,057,790 

Ohio 

25 

6,225 

6, 046, 517 

Oklahoma 

1 

160 

202,936 

Oregon 

3 

16, 172 

2,396, 373 

Pennsylvania 

6 

454 

1,039, 427 

Rhode Island 

3 

63 

648,525 

South Carolina 

7 

1,024 

853, 370 

Tennessee 

2 

433 

601,000 

Texas 

5 

2, 478 

9,597,077 

Utah 

8 

13,466 

7,262, 137 

Vermont 

24 

3,138 

3, 185,561 

Vi rgi nia 

4 

621 

917, 465 

Washington 

3 

449 

1, 079, 250 

West Virginia 

2 

705 

2, 054,764 

Wiscons in 

8 

745 

374,823 

Wyoming 

4 

5, 700 

2, 222,274 

Grand Total 

328 

157,787 

130, 301, 528 


Ciiidulative ACEP-ALE number of agreements and acres are representative of 
the program life span (2014-2015} . Agreement information is based upon the 
year in which projects were enrolled. Adjustments occur due to cancellations 
or other adjustments. 

Obligations represent State level obligations only. 
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Easement Management : FRPP easements are held and managed by 
eligible entities, including agencies of State and local governments, 
Indian Tribes and certain conservation organizations. NRCS does not 
specifically track information on the selling, assigning, or 
transferring of an FRPP or ACEP-ALE easement. Under the program deed 
terms, an easem.ent can only be amended if the entity and NRCS determine 
the amendm.ent is consistent with the purposes of the specific FRPP or 
ACEP-ALE easement to be transferred and the am.endment complies with all 
applicable laws and regulations. The eligible entity must provide 
timely written notice to NRCS of any proposed amendments. 

There are 4,149 easements that have been acquired under 
FRPP/ACEP-ALE from fiscal years 1996-2015. All FRPP/ACEP-ALE 
easements, with one exception, are held by State agencies and eligible 
organizations, which is a program requirement. The one exception is an 
FRPP easement whereby a Quit Claim Deed was executed and recorded on 
September 9, 2010, by Verde Valley Land Preservation Institute {VVLPI), 
as Grantor, to the United States of America, Grantee. This Quit Ciaimi 
Deed transferred all interests in title of the conservation easement 
property to the United States of America, with the Natural Resources 
Conservation Service (NRCS) being recognized as the administering 
agency. This action resulted from a series of events where the 
easement holder, VVLPI, could not financially enforce the landowner to 
correct an easement violation. In response to the easement enforcement 
action, the landowner brought a quiet title action against VVLPI and 
NRCS, as co-defendants. VVLPI was not financially prepared for 
prolonged litigation and offered the United States full control of the 
easement . 


Healthy Forests Reserve Program 

Mr. Aderholt: Please provide a status report on the Healthy 
Forest Reserve Program for fiscal year 2015. Please provide 
information on number of acres enrolled, location and associated costs. 
Are there any unobligated balances? If so, how much? 

Response: During 2015, there were four Healthy Forests Reserve 

Program (HFRP) projects enrolled with dollars carried over from 
previous years. HFRP did not receive any new appropriations in 2015. 

The cumulative number of acres enrolled, the location, and 
associated costs of HFRP are provided in the table below. The prior 
year unobligated balance in HFRP available for 2016 is approxim.ately 

$7.8 million. 

[The information follows:] 


Cumulative Acres Enrolled and Associated Costs 
For the Healthy Forests Reserve Program by State through FY 2015 
(Dollars in Thousands) 
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State 

Enrolled Acres 

Associated Costs 

Arkansas 

313 

?141 

California 

22,715 

1,8 64 

Georgia 

1,818 

3, 095 

Indiana 

1,231 

3, 408 

Kentucky 

5, 074 

4,561 

Maine 

630, 326 

309 

Michigan 

243 

783 

Mississippi 

4,184 

3,056' 

Ohio 

100 

379 

Oklahoma 

7,847 

6, 816 

Oregon 

2,227 

15,424 

Pennsylvania 

1, 303 

2,094 

South Carolina 

913 

1, 027 

Total 

678,294 

42, 957 


Watershed Programs 

Mr. Aderholt: Please provide a status report of the Watershed 
and Flood Prevention Program. Please include a list of authorized 
projects, estimated costs per project and funding provided by State and 
local sponsors. 

Response: The Watershed Protection and Flood Prevention Act of 

1954 provides for cooperation between the Federal government. States 
and their political subdivisions in a program to prevent erosion, 
floodwater, and sediment damages; to further the conservation, 
development, utilization, and disposal of water; and to further the 
conservation and proper utilization of land in authorized watersheds. 

The Watershed Program complements other USDA programs by 
assisting public entities to install measures that benefit multiple 
land users or entire communities and address natural resource needs in 
entire watersheds. The program, is authorized to address a variety of 
needs, including; 

• Flood damage mitigation using f loodwater-retarding dams and 
similar structural measures, floodplain easements, and 
flood proofing of homes and businesses; 

• Agricultural water supply {including water for rural 
communities) ; 

• Water quality; 

• Water conservation; 

• Groundwater recharge; 

• Public fish and wildlife habitat; and 

• Public water-based recreation. 
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The information is provided for the record. The estimated 
project costs shown in the table below include project funds already 
expended and funds currently obligated in contracts and agreements. No 
new funding has been provided for this program since fiscal year 2010, 
and section 742 of the Consolidated Appropriations Act, 2016 rescinded 
$20 million in unobligated balances from the program. Project sponsors 
continue work on projects using previously obligated federal funds and 
their cost-share match. The table below shows estimated project costs, 
funds provided by sponsors, and the current estimate of unfunded 
project costs. 

[The information follows:] 



Congressionally Designated - Active Watershed and 
Flood Prevention Operations Projects as of March 11 , 2016 
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Mr. Aderholt: Please provide a status report on bhe Watershed 
Rehabilitation program, including a list of proposed projects and 
estimated costs per project. Please include the total amount pending. 

Response: Since 1948, local communities have constructed more 

than 11,900 watershed dams with assistance from NRCS. These dams 
provide flood control protection for America's communities and natural 
resources, but many also serve as primary sources of drinking water, 
recreation areas, and wildlife habitat. These projects have become an 
integral part of the communities they were designed to protect. Like 
highways, utilities, and other public infrastructure, these dams need 
to be maintained to protect public health and safety and to meet 
changing resource needs. The maintenance, repair and operation of the 
dams are the responsibility of local project sponsors. 

Many of these dams have reached or will soon reach the end of 
their design life. As of December 2015, approximately 4,336 watershed 
dams had reached the end of their originally designed life span. That 
total will increase to approximately 5,200 by December 2017, Tim.e has 
taken its toll on many dams; spillway pipes have deteriorated and 
reservoirs have filled with sediment. More significantly, the area 
around many dams has changed over time with the construction of homes 
and businesses on what was once agricultural land. Thus, a dam failure 
could pose a serious threat to the health and safety of those living 
downstream and to the communities that depend on the reservoir for 
drinking water, A dam failure could also have serious adverse 
environmental effects. 

In FY 2016, total discretionary funding appropriated for the 
Watershed Rehabilitation Program is $12 million, of which $10,364,000 
was allocated to projects in the States. The unfunded watershed 
rehabilitation projects total is $91,525,033. 

All projects eligible for funding through NRCS must meet the 
policy criteria set forth in the National Watershed Manual. The 
following table provides the projects that are authorized, including 
the estimated funding needed to complete the projects. 


[The information follows:] 

Watershed Rehabilitation Program 
Authorized Projects 


Authorized Projects 

Congressional 

District 

Estimated Cost 

Estimated 
Amount Needed 
for Completion 

Muddy Fork Of Illinois River 1 

AR-03 

$1,553,755 

$1,108,255 

Magma 

AZ-06 

13, 973, 900 

- 

Apache Junction- Power line 

AZ-06 

5,150,000 


Florence 

AZ-01 

2,720,500 

_ 

Fredonia 

AZ-01 

3,926, 600 


WilliaiTis-Chandler, Rittenhouse 

AZ-06 

5,150,000 

5, 146, 000 

Williams-Chandler, Vineyard 

Rd. 

AZ-06 

5,150,000 


Buckeye 

AZ-02 

17,437,900 

* 
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Authorized Proj ects 

Congressional 

District 

Estimated Cost 

Estimated 

Amount Needed 
for Completion 

White Tank. Mountains 4 

AZ-02 

15,283, 100 

- 

Dry Creek Dam F~4 

CO-05 

117,000 


Coosa - Little River 

GA-04, 07, 09 

614,096 

614,096 

Sprinc Creek (Reno) R1 

KS-04 

1,151,000 

_ 

Little Walnut-Hickory - 19 

KS-04 

3, 126, 464 

2,784,464 

Muddy Creek, 4-6 

KS-04 

408, 962 

48, 962 

Rock Creek (Butler) - 2 

KS-04 

2, 398,568 

2, 056, 568 

South Sector Upper 

KS-04 

1,738, 600 

1,738, 600 

Walnut - 1 

North Sector Upper 

KS-04 

7,392, 834 

7, 050,884 

Walnut - 21 

North Sector Upper 

KS-04 

2,398,568 

2,053,568 

Walnut - 6 

Red Lick Cork - 1 

KY-05, 06 

443,500 

111,528 

Chiwaoa Creek 65 

MS-01 

471,700 

- 

Su-As-Co 303 

MA-03 

2,423, 000 

_ 

Su-As-Co 304 

MA-03 

1,846,000 

- 

Su-As-Co 310 

MA-03 

4,462,000 

- 

Su-As-Co 311 

MA-05 

2,827,000 

- 

Richland Creek 2A 

MS-03 

1,538,000 

_ 

Richland Creek 3 

MS-03 

1,538,000 

- 

Upper Turtle River - 9 

ND-00 

1, 538,000 

1,538,000 

Tonque River, M-4 

ND-00 

8,538,000 

- 

Biq Indian Creek, 15-A 

NE-01 

84,700 

- 

Oak Middle Crk Tribs. of Salt 
Crk, 82B 

NE-01 

6,100,000 

4,680, 234 

Wilson Crk, 8-H 

NE-01 

722, 800 

722,800 

Upper Biq Nemaha 25C 

NE-01 

945,000 

_ 

Up. Salt & Swedeburq 3A 

NE-01 

1, 954,000 

- 

Santa Cruz River 1 

NM-03 

3,000,000 

2,800,000 

Upper Gila Valley Arroyos 6 

NM-02 

1,231,000 

1,231,000 

Hatch Valley Arroyos 6 

NM-02 

769,000 

- 

Hackberry Draw - 2 

NM-02 

307,692 

- 

Conewanqo Crk, 13 

NY-27 

1, 154,000 

1,004,000 

Little Choconut; Finch Hollow; 

& Trout B - 2A 

NY-24 

94, 158 

73,158 

Little Choconut; Finch Hollow; 

& Trout B -2B 

NY-24 

16B, 626 

147, 626 

Little Choconut; Finch Hollow; 

& Trout B - 2C 

NY-24 

112,899 

69, 932 

Little Choconut; Finch Hollow; 

& Trout B - 2E 

NY-24 

280,470 

252, 915 
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Authorized Projects 

Congressional 

District 

Estimated Cost 

Estimated 
Ajisount Needed 
for Completion 

Upper Hockinq River 9 

OH-07 

663, 800 

623, 800 

Chippewa - VII C 

OH- 14, 16 

1,500,000 

1,500,000 

Caney-Coon Crk, 2 

OK-02 

3, 392,000 

3, 392,000 

Fourche Maline Creek 7M 

OK- 02 

2, 308,000 

- 

Upper Black Bear Creek 62 

O 

P? 

o 

3,077,000 


Sallisaw Creek 32 

OK-02 

4, 500, 000 

4,500,000 

Sailisaw Creek 33 

OK- 02 

500,000 

- 

Sallisaw Creek 34 

OK- 02 

350, 000 

350, 000 

Sallisaw Creek 30 

OK- 02 

2,300, OOC 

2,300,000 

Sallisaw Creek 28 

OK- 02 

6,200, 000 

6, 200,000 

Sallisaw Creek 26 

OK- 02 

2,206, 600 

2,206, 600 

Cottonwood Creek, 16 

OK- 03 

2, 600, 000 

2, 600,000 

Cottonwood Creek, 54 

OK- 03 

1,548,100 

- 

Quapaw - 15 

OK-03 

6,500,200 

_ 

Upper Elk Crk, 23D 

OK- 03 

2,000,000 

2,000,000 

Washita - Barnitz Creek 1 

OK- 03 

2,170,000 

- 

Washita - Barnitz Creek 5 

OK- 03 

1,700,000 

- 

Washita - Barnitz Creek 11 

OK-03 

1,341,700 

- 

Washita - Cobb Creek (Fast 
Runner) 10 

OK-03 

853, 000 

_ 

Washita Rock Crk, 15 

OK- 04 

2,320,000 

_ 

Washita Rock Crk, 16 

OK- 04 

1,200,000 

_ 

Little Washita, 26 

OK-04 

3,000,000 

3, 000,000 

Greene-Dreher , 439 

PA- 10 

2,037,681 

1,321,587 

Mill Run, 460 

PA- 03 

820, 956 

820, 956 

Brandywine Creek Beaver Creek, 
433 

FA-06 

2,308,000 

_ 

Brandywine Creek Hybernia, 

436-F 

PA-06 

2,500,000 

_ 

Conneatville Dam - 112 

PA- 03 

1, 538, 000 

- 

Pine Creek 

TN-01 

1, 154,000 


Mary’s & Dand Creeks 

TN-07 

923, 000 

- 

Calaveras Creek - 10 

TX-28 

3,442, 800 

- 

Olmitos & Garcias Crks - 7 

TX-28 

2,571, 100 

- 

Plum Creek 21 

TX-2? 

3,200,000 

3, 008,000 

Plum Creek 6 

TX-25 

3, 975,500 

_ 

Trinity - Mountain Creek 10 

TX-06 

4, 164,300 

- 

Trinity - East Fork Above 

Lavon 2A 

TX-03 

3, 333,000 

_ 

Trinity River East Fork Above 
Lavon - 4 

TX-03 

3, 898,600 

_ 

Trinity Cedar Crk, 07A 

TX-05 

3,750,000 

3,417,000 

Martinez Creek 1 

TX-28 

2,809, 800 

- 
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Authorized Projects 

Congressional 

District 

Estimated Cost 

Estimated 
Amount Needed 
for Completion 

Martinez Creek 2 

TX-28 

1,050,100 


Martinez Creek 3 

TX-28 

1,729,300 

- 

American Fork-Dry Creek Silver 
Lake 

UT-03 

3,846,000 

_ 

American Fork-Dry Creek Tibbie 

UT-03 

6,154, 000 

_ 

American Fork-Dry Creek, 

Battle 

UT-03 

138,375 


American Fork-Dry Creek, Dry 

Crk 

UT-03 

6, 900, 000 

2,950, 000 

American Fork-Dry Creek, Grove 

UT-03 

4,000,000 

2,400, 000 

Ferron Mill Site 

UT-02 

4,615,000 


Warner Draw GyDSum 

UT-02 

2,692,000 

- 

Warner Draw Stucki 

0T-O2 

1,533,000 

- 

Warner Draw Ivins 1 

UT-02 

400,000 

360, 000 

Warner Draw Ivins 2 

UT-02 

250,000 

210, 000 

Warner Draw Ivins 3 

UT-02 

300,000 

260, 000 

Warner Draw 

UT-02 

214,700 

- 

Potomac - South River lOA 

VA-06 

33,624,200 

- 

Potomac - Upper North River 10 

VA-06 

5,415,000 

- 

Potomac - Upper North River 77 

VA-06 

2,000,000 

_ 

Pohick Creek 8 

VA-11 

2,677,000 

- 

Upper Deckers Creek 1 

WV-01 

9,547,000 

- 

Brush Crk - 14 

WV-03 

3,900,000 

3,900,000 

Wheeling Crk - 25 

WV-01 

6,800,000 

6, 800, 000 

North Fork Powder River - 1 

WY-00 

6, 154,000 

2, 167,500 

Total 


331,644,054 

91, 525,033 


Mr. Aderholt: How much of the $157 million provided for the 
Emergency Watershed Protection (EWP) Program in FY 2016 has been 
allocated? Please describe the full process from the award process to 
the outlay of funds. 

Response: To date, a total of $93 million in Emergency Watershed 
Protection (EWP) Program funds have been allocated to 19 States to 
carry out recovery projects that were on the National EWP Waitlist. 

The funding process is as follows: At the request of the local sponsor, 
NRCS state offices will evaluate the damages and submit eligible 
project funding requests to the national waitlist. Requests are 
reviewed, approved and prioritized by the national office. As 
available, funds are allocated from the national office to each NRCS 
state office to fund approved projects on the waitlist. After 
receiving funding, NRCS state offices either award the funds to the 
local sponsor or use them to complete the work in-house. If funds are 
put into an agreement, the funds are outlaid as work is completed. 
Sponsors are reimbursed funds after they submit a properly documented 
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invoice to NRCS . The $93 million in allocated funds will address 
damage to watersheds caused by floods, hurricanes, wildfires and other 
natural disasters, including major disasters declared under the Robert 
T. Stafford Disaster Relief and Emergency Relief Act (Stafford Act) and 
locally-declared disasters. NRCS National Headquarters is working with 
the states that have pending projects on the national waitlist to 
ensure that the projects are still valid. Once confirmed, funding will 
be awarded. Furthermore, multiple disasters have continued to occur 
across the country. After a natural disaster, project sponsors have 60 
days to submit requests for assistance. States such as Louisiana, 
Missouri, South Carolina, and Texas are evaluating sites to determine 
if there will be a need for EWP assistance. Initial estimates indicate 
that there will be at least $76.3 million in requests for these 
projects and projects which are currently on the wait list, for which 
funds have not yet been allocated to the States. 

The National EWP Manual provides guidance for funding requests 
for the EWP Program. After an assessment of a disaster site is made, a 
damage survey report is prepared and the project site is determined 
either exigency or non-exigency. Exigency situations are situations 
that demand immediate action to avoid potential loss of life and 
property, while non-exigency are situations that are emergencies but 
non-life threating. If funding is available, an exigency situation 
will be funded immediately. If funds are not available, both exigency 
and non-exigency requests are placed on the National EWP Waitlist. The 
State Conservationists (STCs) must review projects on the waitlist at 
least quarterly to determine if the projects are still valid and if 
funding is still needed. 

Disaster events are prioritized as either Stafford 
Act/Presidential Declaration or State and Locally Declared. If the 
President declares under the Stafford Act that a major disaster has 
occurred in the designated area, then all emergency work will be 
coordinated with E’EMA or its designee (7 CFR Section 624.5(a)). If a 
disaster occurs that is not declared a major disaster under the 
Stafford Act, but is declared a disaster under state or local 
authorities, and the STC determines that a watershed impairment exists, 
then NRCS will assume the lead in providing assistance and coordinating 
work with the appropriate State office of emergency preparedness, as 
well as with other E’ederal, Tribal, or local agencies involved with 
administering emergency programs as appropriate and as outlined in the 
Emergency Response Plan. 


Mr, Aderholt: Please provide a table showing projects currently 
on the waiting list for Stafford and non-Stafford EWP. Please include 
state, county, date of event, and amount request for each project. 

Response: The information is provided for the record. The 

current projects on the National Emergency Watershed Protection Program 
Waitlist are provided in the table below. Once States have confirmed 
that the listed projects are valid and eligible for EWP funding and 
local sponsors are prepared, the funds will be allocated for the 
projects. To date, $93 million has been allocated to 19 States to 
carry out recovery projects on the list and all projects shown below 
are expected to be funded in 2016. 
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Multi. pie disasters have occurred across the country since the 
current waitlist was compiled. After a natural disaster, project 
sponsors have 60 days to submit requests for assistance- States such 
as Louisiana, Missouri, South Carolina, and Texas are evaluating sites 
to determine if there will be a need for EWP assistance. Initial 
estimates indicate that there will be at least another $50 m.il.lion 
dollars in requested project funding in addition to the projects shown 
in the table below. NRCS intends to hold $2.5 million in order to fund 
future exigencies that may occur in fiscal year 2016. 

[The information followst] 


State/Proj ect 

Event 

County 

Event Date 

Total 

Arkansas 

May 2015 Storm 


5/1/2015 

$480,000 

Florida 

April 2014 

Storm 


4/20/2014 

1,800,000 

Kentucky/5066 


Bath, 

Breathitt, 

Carter, 

Floyd, 

Harlan, 

Knott, 

Metcalfe, 

Owsley, 

Pike, Perry 

3/3/2015 

1,229, 012 

Kentucky/5067 


Carter, 

Rowan, 

Floyd, 

Franklin, 

Madison, 

Owsley, 

Pike, 

Spencer 

4/3/2015 

769, 835 

Kentucky/5068 


Clay, 

Fleming, 

Perry, 

Powell , 

Spencer, 

Trible 

7/13/2015 

322,509 

Missouri 

2015 Tornados 
& Straight- 
line winds 


7/27/2015 

1,200,000 

Tennessee 

Feb 2016 Storm 

Cumberland, 

Scott, 

Hickman 

2/15/2015 

392,825 

Texas 

May 2015 

Flooding 


5/25/2015 

18,266, 608 

Washington 

2015 Fires and 
Mudslides 


9/10/2015 

4,800,000 
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State/Proj ect 

Event 

County 

Event Date 

Total 

Wyoming 

Powder R 


5/20/2015 

2,926,920 

Wyoming 

Muddy CK 


6/3/2015 

716, 400 

South Carolina 

2015 Floods 



2,400, 000 

Colorado 

2015 July 

Floods 


7/16/2015 

10,240,800 

Alaska 

Igiugig 

Village 

Erosion 


10/1/2012 

906,000 

Florida 

March 2014 

Lafayette 

3/3/2014 

585, 000 

Indiana 

Tippecanoe 

River 

Carroll 

6/1/2013 

1,200,000 

Kansas 

Flooding 


6/1/2015 

36,000 

Kentucky/5067 


Bell, 

Casey, 

Fleming, 

Garrard, 

Knott, 

Mason, 

Perry, 

Powell 

4/3/2015 

800,017 

Michigan 

Flooding 

Newaygo 

4/14/2014 

96, 000 

Minnesota 


Luverne, 

Morrison, 

Mankato, 

Olmsted 

8/1/2014 

527,969 

Mississippi 

Simon Blvd 


10/6/2013 

48,870 

Mississippi 

Wedgewood Dr, 
Stateline Rd, 
Odom Rd 

Bridge, Tulane 

Rd 


11/25/2013 

285,076 

Mississippi 

6815 YELLOWDOG 
ROAD, PINE 

PLACE STREET, 
TURNER STREET, 
ACORN LANE, 
HOMOCHITTO ST. 
133, LOWER 
WOODVILLE RD. 

#3, 112 
SPRINGHILL 

DRIVE, AIRPORT 
LAKE SITE #2, 
REDDING & 

CYPRESS CREEK, 
STEVE LOOP, 

SAGE CIRCLE 24 
& 26, 


2/20/2014 

1,429,440 
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State/Project 

Event 

County 

Event Date 

Total 


BERRYTOWN 

ROAD/ 22 

LINCOLN 

HEIGHTS RD, 

MOAK & E. 

WASHINGTON ST 




Mississippi 

EAST JOHNSON 
ROAD, 

KILMICHAEL 

CLINIC, 

PLEASANT 

AVENUE, 

PARKWAY & 3 1ST 
STREET, 

PARKWAY & 38th 
STREET, NORTH 
HILLS & 36TH 
STREET, 

HIGHLAND PARK 
BRIDGE, 65TH 
AVENUE, GROVE 
PARK, NIMITZ 
STREET, WEAVER 
CREEK ROAD, 

McKenzie road, 

SUNCREST 

DRIVE, CHAPMAN 
ROAD, GALLOWAY 
ROAD, CO. RD 

189 (AIRPORT 

RD) , COUNTY 

ROAD 352, 

COUNTY ROAD 

172, COUNTY RD 

31 BRIDGE, 

COUNTY RD 15 
BRIDGE, COUNTY 
ROAD 405, 

COUNTY RD 221A 
& B, COUNTY 

ROAD 200, 

PEPPER ROAD A 
& B, ROCK 
MOUNTAIN ROAD, 
OLD DANCY 

ROAD, ROCKPORT 
ROAD, NABORS 
ROAD, LOVE RD- 


4/6/2014 

2 , 673, 175 
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State/Project 

Event 

County 

Event Date 

Total 


HESTER PLACE, 
OWEN WELLS 
CUTOFF, SHADY 
LANE SITE 2, 
SHADY LANE 

SITE 3, OWEN 
WELLS ROAD, 

C.R. 530 MOSSY 
LAKE RD, 

COUNTY RD 34 
BRIDGE, BOLTON 
HILL RD 

SEWERLINE, OLD 
CARROLLTON RD 
SITE 2, OLD 
CARROLLTON RD 
SITE 3, i5TH 
STREET SITE 
#2, 68 

LAGRANGE ROAD, 
DUSTER DRIVE 

129, E. ELMO 

ST WATERLINE, 
GEORGE F. WEST 
BLVD 301, 

HATTIE ROAD, 
THISLEDOWN 

DRIVE 101, 
JEFFERSON 

DAVIS BLVD 

122, WALLEY 
PROPERTY SITE, 
KENTUCKY ST, 
MCLAURIN 

AVENUE, N G 
WELDY ROAD, 

OAK PARK BLVD, 
PAIGE DRIVE, 
PUBLIC WORKS 
COMPLEX 




Mississippi 

FULLER STREET, 
WHALEY DRIVE, 
VINSON ROAD, 
FISHER ROAD, 
RIDGEHAVEN 

ROAD, 

CHILDRESS 

LANE, 

FAIRGROUND 

ROAD, MUDLINE 


4/28/2014 

1,022,730 
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State/Project 

Event 

County 

Event Date 

Total 


ROAD, JACKSON 
POINT, WALKER 
LANE, SAM LEE 
ROAD, MATTHEW 
ROAD, 

BURGETOWN 

ROAD, HICKORY 
LAKE ESTATES 




Mississippi 

Martin Creek 
Sewerline, 
Carrollton 
Sewerline, 

Lucius Road, 
Virginia Lane 
Bridge, Eddie 
Willis Rd 

Bridge, Banner 
Church Site , 
Vardaman Sewer 
Lagoon, Bowmar 
Ave, Christmas 
Tree Rd Site 
lA, B, 

Rosebloom Rd 


6 / 9/2014 

676, 411 

Mississippi 

4671 Wedgehill 
Drive 1, 4671 
Wedgehill 

Drive 2, East 
Nail Road, 
Renasant Sewer 
Line 


6/29/2014 

149,716 

Mississippi 

Pea Patch, 

Lower Town 

Creek Road, 

Evers Drive 

Site 2 


7/9/2014 

267,420 

Mississippi 

County Road 5 
Bridge, County 
Road 68 

Bridge, Tulane 
Road Bridge, 
College Road, 
Spring Valley 
Drive, 

Tchulahoma 

Road Site 1, 
Tchulahoma 

Road Site 2, 
Stateline 

Road, Apple 


9/12/2014 

717,123 
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State/Pro j ect 

Event 

County 

Event Date 

Total 


Creek Drive, 

Red Oak Drive, 
Center East 
Street a,b,c 




Mississippi 

Pryor Street, 
Cooley /Joplin 
Intersection, 
Browns Creek 
Site, Old 
Hickory Lane 


10/13/2014 

590,761 

Mississippi 

Dupont Harts 
Chapel Rd #1, 
Dupont Harts 
Chapel Rd #2, 
Adeline 

Street, Morel 
Road, 72 

Oakridge Road, 
Woods Road 
Bridge 


5/17/2015 

357,751 

New York 

NY 5055 - June 
Storm 


6/14/2013 

329,360 

Ohio 

Liberty 

Township 

Highland 

5/22/2014 

81,360 

South Dakota 

Christmas Lake 
Dam spillway 


6/16/2015 

360,000 

Texas 

Rio Grande 
Flooding, City 
of Eagle Pass 

Maverick 

6/14/2013 

1,578,807 

Texas 

May 2015 

Flooding 


5/25/2015 

1,957,500 

Texas 

October 2015 
Flooding 


10/31/2015 

743,850 

Tennessee 

Apr 2015 Storm 

Hickman 

4/14/2015 

135, 660 

Tennessee 

July 2015 

Storm 

Macon, 

Putman, 

Fentress, 

Clay 

7/2/2015 

1, 165, 095 

Utah 

Flooding 

Weber 

7/16/2011 

2,400,000 

Utah 

Coal Creek 

Cedar City 

7/28/2013 

4,200,000 

Utah 

Filmoe City, 
Helper City 


8/2/2014 

2,040,000 

Utah 

State Division 
of Wildlife, 

New Escalante 
Irrigation, 

San Juan, 
Millard 

9/9/2014 

12,060,000 
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State/Project 

Event 

County 

Event Date 

Total 


San Juan CO, 

St George 

City, 

Hurricane 

City, Millard 
County 




Utah 

Wayne CO High 

School- 

Bicknell 

Wayne 

9/14/2014 

60,000 

Utah 

Sevier Co- 
Williow Creek 
(Christiansen) 

, Sevier CO- 
Cedar Ridge 
(Canal ) 

Carbon SCO, 
Annabella 

Town, Virgin 
town, Kane CO 
Main, Kane CO 
(Johnson 

Canyon) , 

Sevier CO 
(Quitchupah) , 
Sevier CO 
(Flat) , Ivins 
City, 

Wellington 

City 

Sevier, 

Kane 

9/27/2014 

24,084,000 

Utah 

Cannonville 

Garfield 

10/15/2014 

1,500,000 

Utah 

Gunnison City 
- Flooding 


5/27/2015 

1,560,000 

Utah 

Flooding 

Emery 

7/9/2015 

600,000 

Utah 

Hilldale 

Washington 

9/14/2015 

2,400,000 

Vermont 

Williams River 


7/1/2014 

10,800 

Wyoming 

Jones Div, 
Wilsons Upper, 
Kirby Creek 
Mishurda Lower 
Creek, Kirby 
Creek Mishurda 
Marathon 


5/24/2015 

105,600 

Florida 

August 2015 

Storm 

Pasco 

8/1/2015 

679,500 

Texas 

December 2015 
Tornado 


12/26/201 

300,000 

Alaska 

November 2015 
Storm Meroyuk 


11/8/2015 

600,000 
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State/Project 

Event 

County 

Event Date 

Total 1 





$116,865,900 1 


Grazing Lands 

Mr. Aderholt: Please provide a table showing funding provided to 
grazing lands issues for fiscal years 2013 through 2015 (actual) and 
2016 (estimated) . 

Response: The information is provided for the record. The table 

below provides the actual obligations in fiscal year 2013 through 2015 
and the estimated obligations for fiscal year 2016 for grazing related 
conservation practices and activities for the listed programs. 

[The information follows:] 


Grazing Lands Funding 


Program 

FY 2013 
Actual 

FY 2014 

Actual 

FY 2015 
Actual 

FY 2016 
Estimated''^ 

AMA 

$494, 605 

$476,054 

$491, 251 

$483, 802 

AWEP 

2,818,468 

- 

_ 

_ 

CBWI 

6,279, 669 

_ 

- 

- 

EQIP 

284, 070,549 

198,574,956 

174,371, 639 

186, 473,297 

WHIP 

23, 176,308 

449, 060 

- 


CSP 

29,534,135 

28, 906,551 

20,456, 422 

24,681, 487 

GRP''^ 

6, 320, 631 

1,281,788 

- 

_ 

ACEP-ALE-GSS 

- 

19, 500, 000 

7,455, 922 

13, 477, 961 

TOTAL 

352, 696,365 

249, 188,409 

202,775,234 

225, 116, 547 


The table does not reflect funding for waste management systems, 
which are not components of grazing systems. 

''2 FY 2016 projections are the average of FY 2014 and FY 2015 
obligations for AMA, EQIP, CSP, and ACEP. 

GRP was repealed by the Agricultural Act of 2014; therefore 
obligations for new contracts were not authorized after February 7, 
2014. 


Mr. Aderholt: How many NRCS employees were dedicated to grazing 
lands issues in fiscal year 2015 and are estimated to be dedicated to 
them in fiscal year 2016? 

Response: The information is provided for the record. The table 

below includes the number of NRCS specialists (rangeland management 
specialists, forage agronomists, and grassland specialists) at the end 
of 2015 and estimated for 2016 that are dedicated to -working on grazing 
lands issues. 
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[The information follows:] 


Fiscal Year 

NRCS Specialists 

2015 

304 

2016 (est.) 

300 


Mr. Aderholt: How much did NRCS spend on highly erodible land 
and wetlands determinations and conservation compliance in fiscal years 

2009 through 2016? 

Response: NRCS conducts highly erodible land (HEL) and wetland 

determinations, as well as Food Security Act compliance status reviews 
each year on a random sample of agricultural tracts. Fiscal year 2016 
figures are not yet available. 

During fiscal years 2014 and 2015, NRCS conducted an average of 
approximately 41,000 HEL determinations and 28,000 wetland 
determinations per year nationally. Data on determinations conducted 
is not available prior to the reporting requirement enacted in the 
Agricultural Act of 2014. 

Compliance reviews are conducted on a yearly basis with a 
national sample of farm tracts provided to the States. The national 
sample of farm, tracts is derived from electronic records maintained by 
the Farm Service Agency. The sample size is approximately one percent 
of the farm tracts for which a producer received a farm payment in the 
previous year. 

Time spent conducting determinations and compliance reviews does 
not represent the entirety of NRCS costs associated with wetland and 
highly erodible land compliance. Additional costs include conservation 
planning for both HEL plans and wetland mitigation plans, developing 
and updating policy, providing training and oversight, and managing and 
maintaining the software application for compliance reviews. However, 
NRCS does not track the cost of these activities specifically related 
to wetland and HEL compliance. 

The following table summarizes the total hours spent each year 
completing conservation compliance determinations and status reviews. 
The data for 2009 to 2013 reflects only the completion of status 
reviews, while the figures for 2014 and 2015 also include the 
completion of determinations (prior to 2014 the hours spent on 
determinations were not separately tracked} . 

[The information follows:] 
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Time Spent Conducting Select Conservation Compliance Activities 


Fiscal Year 

Hours 

Cost 

2009 

54, 090 

$3, 315, 717 

2010 

50,610 

3, 102, 393 

2011 

66, 849 

4, 097,844 

2012 

65,488 

4,014,414 

2013 1' 

65,004 

3, 984,745 

2014 2/ 

625,749 

42,404,314 

2015 2/ 

569, 396 

39, 001, 034 


Cost figure is based on fiscal year 2012 cost estimates and assu.mes $61.30 
hourly rate based on the following: Average hourly salary for GS-11 step 5 (source: 
0PM general schedule tables for Rest of U.S.) plus estimate for benefits and non- 
salary support. 

2'' Cost figures are based on agency estimates for Conservation Technical Assistance 
program for respective years including costs for salary, benefits, and non-salary 
support . 


Technical Assistance 

Mr. Aderholt: How many Technical Service Providers (TS?) are 
registered with NRCS? How much funding is associated with TSP.?? 

Response: There are currently 1,934 Technical Service Providers 

certified by NRCS to assist producers in getting conservation on the 
land. NRCS obligated nearly $61.6 million of technical and financial 
assistance funds in fiscal year 2015 into conservation agreements and 
landowner contracts associated with TSPs. 

Mr. Aderholt: Please provide a summary, including information on 
personnel, hardware, software, applications, and telecommunications, of 
NRCS spending on Information Technology for each of fiscal years 2009 
through 2016. What is anticipated for fiscal year 2017? 

Response: NRCS expects to spend $211.6 million on Information 

Technology (IT) in fiscal year 2017. Of this amount, SO. 7 million is 
for planning, $9.9 million is for personnel, $3.7 million is for 
software, $0.1 million is for hardware, $2.8 million is for other 
government IT services, and $194.4 million in total for support 
services and NRCS contributions to DSDA and Optimized Computing 
Environment (OCE) shared services costs. The table below itemizes IT 
spending for fiscal years 2009 through 2017. NCRS contributions to 
shared services are also provided for the record. 


[The information follows:] 




843 





Technology Spending 


844 


(U 

U 





845 


Staff Travel 

Mr. Aderholt: Did any NRCS employees travel internationally in 
fiscal years 2015 and 2016 to date? If so, please describe the purpose 
of the trip, the associated cost, and destination. 

Response: Sixty-one NRCS employees traveled internationally in 

fiscal year 2015, and, as of March 2016, 19 employees have traveled 
during fiscal year 2016. International travel is for the following 
purposes: International Meeting (IM); Technical Assistance - Short Term 
(<6 months) (TDY) ; Scientific and Technical Exchange (STE) ; Trans 
Border Issues (Trans); and Training (TRN) . The following tables provide 
the requested information on the purpose, associated total costs, and 
destinations for the trips. 

[The information follows:] 


FY 2015 International Travel 


Country 

Number 

Total Cost 

Type 

Australia 

1 

2, 900 

IM 

Canada 

10 

4,650 

IM 

Canada 

1 

- 

TDY 

Canada 

2 

750 

Trans 

Canada 

10 

- 

TRN 

Chile 

1 

2,000 

TDY 

China, People's Republic of 

3 

8,500 

IM 

Germany 

1 

500 

IM 

India 

1 

- 

STE 

Italy 

1 

5,300 

TRN 

Japan 

1 

- 

TDY 

Kenya 

1 

- 

TDY 

Laos 

1 

- 

TDY 

Mexico 


10,000 

IM 

Mexico 

3 

7,478 

TDY 

Namibia 

1 

- 

TDY 

Norway 

1 

3, 800 

IM 

Pakistan 

10 

_ 

TDY 

Pakistan 

1 

- 

TRN 

Peru 

2 

10,000 

IM 

Philippines 

1 

- 

TDY 

South Africa 

1 

- 

IM 

Spain 

1 

- 

IM 

Spain 

1 

_ 

TDY 

Thailand 

1 

3, 000 

IM 

Totals 

61 

58,878 
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FY 2016 International Travel 


Country 

Number 

Total 

Type 

Canada 

6 

7,664 

TM 

Canada 

1 

298 

Trans 

El Salvador 

1 

- 

IM 

Honduras 

1 

1,800 

TM 

Italy 

1 

4,800 

IM 

Korea, South 

1 

- 

IM 

Mexico 

3 

5, 486 

IM 

Netherlands 

1 

3,000 

IM 

Pakistan 

3 

- 

TDY 

Panama 

1 

- 

TDY 

Totals 

19 

23, 048 



Note: Travel at no cost to the agency was reimbursed to the agency. 


Mr. Aderholt: How many NRCS employees are serving in foreign 
countries in fiscal year 2016? Please provide information on the 
purpose of the assignment, duration of the assignment and associated 
costs . 


Response: Two NRCS employees will be serving in foreign 

countries in fiscal year 2016 (Federated States of Micronesia [FSM] and 
Republic of Palau) . Under the Compact of Free Association, both 
countries are eligible to receive conservation technical assistance. 

One NRCS resource conservationist is on a three-year resident 
assignment to the FSM. The employee advises and supports efforts of 
farmers and local government to address issues such as soil 
conservation and health, water quality degradation, or watershed 
impacts from forest clearing. Additionally, the NRCS employee also 
serves on the U.S. Embassy Country Team and works closely with the U.S. 
Peace Corps. The total cost to support the FSM resident assignment, 
which includes two locally employed staff and office space, is 
approximately $554,000 per year. 

NRCS also has a resource conservationist serving a three-year 
assignment in the Republic of Palau. The employee has similar 
responsibilities as described above in FSM, but the overall scope is 
smaller in size. The position costs approximately $378,000 per year. 

All costs include salaries, allowances, and benefits, factors in 
relocation, as well as additional expenses, such as State Department 
services, security, or office space for the FSM operation. Employees 
are required to sign a three-year service agreement in order for NRCS 
to fund their relocation. 
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Conservation Delivery Streamlining Initiative 

Mr. Aderholt: Please update the Committee on the Conservation 
Delivery Streamlining Initiative. What is the status of the 
initiative? 


Response; The Conservation Delivery Streamlining Initiative (CDSI) 
started in 2010, and the goal is to define and implement a more 
effective, efficient, and sustainable business model for delivering 
conservation technical and financial assistance. Three overarching 
objectives were identified: 

• Simplify Conservation Delivery - Conservation delivery must be 
easier for both clients and employees; 

• Streamline Business Processes - The new business model and 
processes must increase efficiency and be integrated across 
agency lines of business; and 

• Ensure Science-based Assistance - The new business model must 
reinforce the continued delivery of science-based products and 
services . 

CDSI is implementing five broad strategies as part of this 
effort: (1) redesigning NRCS business processes; {2} aligning 
information technology with these redesigned processes; (3) integrating 
science technologies to enhance the quality and effectiveness of NRCS 
programs; (4) simplifying and standardizing the delivery of financial 
assistance; and (5) providing ways for clients to work with NRCS that 
are more convenient and efficient. 

The CDSI effort, which first received funding in 2010, is in its 
seventh year. During 2011 through 2012, NRCS redesigned a number of 
business processes focused on conservation planning and financial 
assistance delivery. Pilots to evaluate new processes and technologies 
were conducted in 2012. 

In October 2012, NRCS began testing the first version of the 
Conservation Desktop application, and in early 2013 began its initial 
design of the Mobile Planning Tool. In March 2013, NRCS released 
Conservation Desktop version one as a Beta version to four offices. As 
a result of the testing and piloting, it was determined by NRCS, and 
confirmed by an independent assessment, that version one of 
Conservation Desktop should not be released for field use. 

In May 2013, NRCS assessed and realigned its strategic path 
forward for both the Conservation Desktop and the Mobile Planning Tool. 
This new path forward includes the use of more modular software 
development concepts through the delivery of smaller, more frequent 
releases. It also follows a dual system approach to the deployment of 
Conservation Desktop, which provides a transition period to migrate 
from NRCS's current system. In addition, the new path forward also 
combines the Conservation Desktop and Mobile Planning Tool software 
design efforts. In late 2014, NRCS initiated a new combined 
requirements, architecture and software design effort, which was 
finalized in January 2016. 
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Another component to the nev; strategic path forward was to 
initiate some foundational and maintenance improvement projects. These 
projects are designed to provide some immediate benefits, implement key 
CDSI concepts, and better position NRCS to transi.tion to future CDSI 
systems. Some of these improvement projects include the design and 
migration to a new National Planning and Agreements Database (NPAD) , 
deployment of a national electronic Document Management System (DMS) to 
provide for storage and management of financial assistance contract 
documents, and development of geospatial data web services. 

In early 2013, NRCS began design and development on the first 
version of its new Conservation Client Gateway, a secure, web-based 
application for clients to request technical assistance, apply for 
financial assistance conservation programs, view conservation plans and 
contracts, sign documents, request payments for practices that have 
been applied and certified, and much more. These features are 
available for NRCS clients 24 hours per day, seven days a week, without 
ever having to visit a NRCS office or make an appointment. In early 
2015, NRCS deployed Conservation Client Gateway Version 1 to about 300 
"early adopter" agricultural producers that are "Individual" entities.- 
In May 2015, NRCS deployed the Conservation Client Gateway nationally. 
Its current client base includes over 750 clients in all 50 states. 

Mr. Aderholt; What is the timeline for implementation? 

Response: In 2016, NRCS will initiate development of 

foundational support services for future CDSI systems, begin 
development of the Conservation Desktop and Mobile Planning Tool, and 
deploy a second version of the Conservation Client Gateway with access 
for business entities. 

In 2017, NRCS will develop and deploy the first incremental 
release of the Conservation Desktop to support financial assistance 
program contracts, and is planning another release to support technical 
assistance and conservation planning. In addition, NRCS will integrate 
Conservation Desktop with the Conservation Client Gateway so they can 
share common workflows, tasking and electronic documents. 

In 2018, NRCS will develop and deploy a release of the 
Conservation Desktop that integrates both easements and financial 
assistance program contracts. In addition, NRCS plans to develop and 
deploy subsequent releases of the Conservation Desktop that incorporate 
additional functionality such as integrated erosion calculations, 
environmental evaluations, and grazing inventory/analysis tools. 

In 2019 and beyond, NRCS will continue to integrate Science and 
Technology tools into Conservation Desktop and the Conservation Client 
Gateway to provide streamlined ability to run these tools without 
duplicate data entry, and to provide improved science to help develop 
better conservation plans and make program implementation more 
effective . 

Mr. Aderholt: What efficiencies will be realized? 

Response: NRCS clients will benefit from this effort by: 


Having to make fewer trips to the field office; 
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• Saving NRCS's program participants over 750,000 hours 
annually; 

• Shortening the timeline between applying for a program and 
having a signed contract (target is two weeks or less when 
fully implemented) ; 

• Speeding up practice installation; 

• Ensuring prompt payments after a practice is applied; and 

• Having access to on-demand, on-line service for many of the 
steps in conservation assistance. 

NRCS will be more efficient and effective by: 

• Reducing document handling and duplicate data entry; 

• Reducing decision and approval times for plans and 
contracts ; 

• Increasing environmental benefits through higher quality 
plans ; 

• Improving access to best-available information and 
technology; and 

• Aligning staff with the more efficient busine^ss processes. 


Mr. Aderholt: How much will full implementation of the 
initiative cost? 

Response: The total cost for the CDSI effort through 2023 is 

estimated at $206.2 million. Of that amount, the total planning and 
development cost for CDSI is estimated at $103.4 million, while 
operation and maintenance costs are estimated to total $102.8 million. 


Mr. Aderholt: How much will it save when fully implemented? 

Response: NRCS estimates that, when fully implemented, CDSI will 

result in a savings of over 1,500 staff years in the agency's state and 
field offices that are currently used for administrative processes. 
These staff years will be refocused back on customer service and better 
planning and delivery of conservation assistance. 


Mr. Aderholt: Is NRCS working with any other part of USDA to 
expand upon the CDSI model in other parts of the Department? 

Response: NRCS is working with others within USDA. At the 

encouragement of, and with support from, USDA and 0M3, the agency is 
leading the planning, development and implementation of a USDA Client 
Gateway, modeled after the foundational components and success of the 
NRCS Conservation Client Gateway, There is both a short-term and long- 
term approach to collaborating and working across USDA. 

The initial short-term plan includes working with the Farm 
Service Agency and Risk Management Agency in the imp-lemer.tation of 
their Acreage Crop Reporting System Information (ACRSI) project. ACRSI 
will utilize NRCS's Application Access Assistant (AAA) that streamlines 
and automates the process for customers creating an e-Authentication 
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account that USDA requires in order to provide secure access to agency 
specific applications. NRCS created AAA in 2015 as part of the USDA 
Client Gateway portal, which is hosted on a USDA public web page. 

The USDA vision for the long-term approach is to enable a single 
client gateway that will provide a simple and intuitive on-line 
experience for customers to gain access to USDA information and tools 
that support their engagement with the Department. 

Objectives of the long-term approach include: 

• Improve customer satisfaction through a single, common USDA 
experience; 

• Provide a consistent and convenient ability to access 
information, contacts and transact business with miultiple USDA 
agencies; 

• Intuitively navigate information based on their engagement with 
USDA programs; 

• Streamline producer access by providing a common look and feel; 

• Focus on customer needs, not individual agency missions; and 

• Build a foundation for a shared-service model for future 
strategic level solution and platform delivery "Shared Services". 

The USDA Client Gateway incrementally targets the following outcomes: 

• Eliminate redundancy; 

• Intuitive and single portal navigation to client information; 

• Improve customer experience; 

• Increase information electronically shared with USDA clients and 
customers; and 

• Demonstrate agency cooperation and collaboration with a shared 
customer base. 

NRCS is committed to CDSI and working with others across USDA, 
including the development of the USDA Client Gateway, following this 
NRCS proven process: 

• Develop a business case; 

• Develop business process models and a future state business 
architecture; 

• Identify and document business requirements; 

• Develop a design and architecture to address the business 
requirements; and 

• Develop and implement software. 

NRCS will work with other agencies within USDA that wish to follow this 
successful process , 


Mr. Aderholt: How much funding per year has been allocated to 
the Conservation Delivery Streamlining Initiative since it was 
initiated? 


Response: CDSI obligations were $6.6 million in FY 2013, $10.7 

million in FY 2014, and $8.9 million in FY 2015. B’or FY 2016, NRCS 
will be requesting apportionment authority from 0MB of $30.7 million. 
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Mr. Aderhoit: How much more will be needed and for how many 
additional years? 

Response: CDSI will require an additional $149.3 million for FYs 

2017-2023, including total planning and development costs of $66.7 
million. Operation and maintenance costs are estimated at $82.6 
million for FYs 2017 through 2023. The total lifecycle cost for the 
CDSI effort through FY 2023 is an estimated $206.2 million. 


Conservation Effects Assessment Project (CEAP) 

Mr. Aderhoit: Please update the Committee on the CEAP. Please 
include a table that shows the amount of funding allocated to CEAP per 
year since it v;as i.nitiated and how much will be expended in fiscal 

year 2016 and 2017. 

Response: The Conservation Effects Assessment Project (CEAP) was 

established within USDA in 2003 to develop a scientific understanding 
and methodology for estimating the environmental effects of 
conservation practices on agricultural landscapes at national, 
regional, and watershed scales. CEAP is a multi-agency, multi-resource 
effort to build the science and information base needed to support 
conservation planning and implementation, management decisions, and 
policies . 

CEAP funding information is provided for the record. The annual 
CEAP budget has fluctuated, and is higher in years when farmer surveys 
are conducted (2004-2007 and 2015-2016) to support CEAP-Cropland 
modeling (Table 1) . The NRCS investment in CEAP, however, leveraged 
more than $284.7 million in contributions from organizations, 
universities, State agencies, and other Federal agencies through 2015, 
with another $22.3 million anticipated in 2016 (Table 2). In all, more 
than 60 agencies and organizations are CEAP partners. 

[The information follows:] 


Table 1. NRCS CEAP expenditures, FY 2003-FY 2017 
(Dollars in Thousands) 


Fiscal Year 

Annual funding 

2003 

S5, 396 

2004 

8,343 

2005 

8,000 

2006 

0, 000 

2007 

8, 345 

2008 

5, 754 

2009 

5, 000 

2010 

4, 605 

2011 

5, 105 

2012 

7, 910 

2013 

4, 619 

2014 

5, 637 

2015 

16,500 

2016 

16, 500 

2017 (est . ) 

6, 500 
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In 2012, agency leadership approved a long-term work plan that 
projected CEAP support costs for seven years. This plan is predicated 
upon funding availability to carry out these long-term plans and 
includes additional funding of $10 million for FY 2015 and FY 2016 to 
cover the costs of farmer surveys conducted through the National 
Agricultural Statistics Service (NASS) . 


Table 2. Leveraged investments in CEAP, FY 2003-FY 2016 
(Dollars in Thousands) 


Agency 

FY 2003-FY 
2015 

FY 2016 

Est . * 

14-yr. Total 

National Agricultural : 

Statistics Service 

$600 

- 

$600 

Agricultural Research 
Service 

248, 000 

$20, 000 

268,000 

National Institute of 

Food and Agriculture ! 

9, 675 

- 

9, 675 

Farm Service Agency ! 

1, 400 

300 i 

1,700 

U.S, Geological Survey 

10,500 

1,000 

11,500 

Others 

14, 600 

1, 000 i 

15, 600 

Total 

284,775 

22,300 

307,075 


* 2016 investment estimates are based on 2015 contribution levels. 


Future CEAP resources will be used to gather data to expand 
application of the Agricultural Policy Environmental Extender (APEX) 
field-level model to estimate conservation practice effects on 
croplands, wetlands, wildlife, and grazing lands to more accurately 
model the complex agricultural landscape, including the interaction of 
the variety of practices that co-occur on the land. Practice 
information will be refreshed to better estimate the effects of 
conservation on natural resource concerns and improve information to 
support producers' conservation and management decisions. The plan 
also includes efforts to support the modeling and estimation of 
conservation effects at smaller watershed scales to improve decision 
making for policies and programs. 

CEAP-Cropland National Assessment . NRCS and its partners in the 
Agricultural Research Service (ARS) and Texas A&M University completed 
the series of reports on the effects of conservation practices on 
cropland for the 48 conterminous States. These studies provide 
estimates of the effects of conservation practices in place on the 
landscape for the study timeframe, and also help determine treatment 
needs on cropped acres and estimate potential for further gains from 
additional conservation treatments. The estimation process is 
consistent in each study area to allow comparison of findings across 
all regions . 

CEAP special studies on cropland have been conducted at a smaller 
scale to focus on more localized priorities and to explore the 
potential applications of refreshed NASS surveys. Analysis of the 
Chesapeake Bay Watershed revisit was published in December 2013 and was 
based on a data collection effort on farming and conservation practices 
in use in the Chesapeake Bay Watershed in a 2011 survey. Survey 
results document changes in conservation practice adoption and 
agricultural practices that occurred between the initial CEAP report 
and the re-survey period. In March 2016, a report on edge-of-f ield 
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conservation effects in the Western Lake Erie Basin (WLEB) was 
released. This report will be followed late this fiscal year with 
another special assessment of conservation in the Des Moines River 
watershed/basin . 

Similar to the Chesapeake Bay region refresh, the WLEB report 
updates findings from the 2003-2006 survey with regional farmer survey 
data collected in 2012. Changes in management and conservation 
practice adoption that occurred between the two survey periods resulted 
in significant environmental gains, including, but not limited to: 
average sediment lost at the edge of the field decreased from 1.1 to 
0.5 tons per acre per year, largely because of the increased adoption 
of edge-of-f ield trapping practices; average phosphorus application 
rates declined from 21.5 to 18.7 pounds per acre per year; and average 
total phosphorus loss declined from. 2.3 to 1.9 pounds per acre per 
year. 

Key findings in the WLEB report indicate most soils have adequate 
management, but the complex mosaic of soils within a farm field 
requires a higher level of management and conservation planning at the 
field scale because there are often only a few acres within the field 
that are responsible for the majority of the live load from today's 
agriculture management. Legacy buildup of phosphorus in soils, 
drainage ways, streams, and rivers complicates the assessment of 
changes from increased management and will also slow ultimate progress 
as this material will need to be addressed. In addition to increased 
conservation, time and patience will be required before the lake can 
return to more acceptable cycles of sediment and nutrient delivery. In 
addition, it has been noted that it will require more than just the 
federal effort to achieve Local goals. Significant investment from the 
state and private sector is necessary, along with changes in production 
and conservation practices used by farmers. Current conservation 
investment in this region totals more than $277 million annually, much 
of it private, at an average per-acre sum of nearly $57. 

Surveys have also been conducted and are currently being analyzed 
in the California Bay-Delta area and the Lower Mississippi-St . Francis 
River Basin. These studies, anticipated to be released in 2016, are 
intended to provide data at a much smaller scale than the current 
national assessment and to improve our understanding of limitations 
related to our statistical sampling approach and the scale at which we 
can provide results. These studies have revealed limitations related 
to survey methodology and have led to improvements in modeling efforts 
at smaller spatial scales. 

The assessment of conservation challenges in the western Lake 
Erie region, the preliminary findings for the Des Moines River, and 
assessment of the CEAP-1 national data indicate very strongly that 
agriculture nationwide needs to become more precise in its nutrient and 
conservation needs through an increased use of advanced technologies 
and precision agriculture. Conservation planning is the best 
management practice for the nation as the treatment needs are at the 
field level to address the unique requirements of the mosaic of soils 
that comprise the crop field. These steps increase the environmental 
benefits of conservation while increasing productivity and 
strengthening the agricultural economy. 
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CEAP-2: The national CEAP resurvey of the nation's cropland and 

conservation effects is underway, with the first of two farmer 
interview sampling seasons being completed in February by USDA NASS 
enumerators. Over 16,000 landowners/operators were contacted for in- 
depth interviews. A second season will begin in September 2016, with 
anticipated completion of the CEAP-2 refresh survey of farmers by 
February 2017. Data processing and benefits estimation will begin once 
all data is received from NASS by June 2017. 

New tools and analyses . The CEAP-Cropland studies have provided 
additional benefits in the form of tools for decision support and 
direct assistance to landowners. New tools developed as a result of 
CPIAP modeling are being incorporated into the NRCS Conservation 
Delivery Streamlining Initiative (CDSI) to help field offices provide 
faster, better technical assistance to landowners. The CEAP 
Conservation Benefits Identifier (CCBI) geospatial data layer 
translates core CEAP-Cropland report findings related to nutrient 
management needs into actionable information for agency landscape 
planning and program delivery at the field level. The CEAP Soil 
Vulnerability Layer is another national geospatial layer that allows 
environmentally sensitive/vulnerable soils to be identified and geo- 
located across the landscape. The Soil Vulnerability Layer has been 
used in several regional initiatives, including the Chesapeake Bay 
Watershed Initiative and the National Water Quality Initiative, and is 
being used and tested in several State locations now. 

CEAP-Wat ershed Studies . The CEAP-Watershed Assessment Studies 
are building NRCS's technical capacity to better assess and design 
conservation strategies to address looming conservation challenges such 
as land use change, climate change, and drought. 

In 2003-2004, USDA initiated a series of 42 smaller scale CEAP- 
Watershed Assessment Studies to provide in-depth analysis and 
quantification of the measurable effects of conservation practices at 
the watershed scale, and to enhance our understanding of the effects of 
conservation in the biophysical setting of a watershed. Currently, 
only the Benchmark Watersheds studies (14 projects) conducted in 
partnership with ARS continue assessments. 

The scale and detail of these smaller watershed projects are very 
applicable to local conservation planning and assessment and are 
utilized, where possible, to support outcome assessment for NRCS's 
water quality conservation initiatives. Input was also provided this 
year for the Hypoxia Task Force mandatory report and for a section of 
the just-released Harmful Algal Blooms and Hypoxia Research and Control 
Act {HABKRCA) Report, which highlighted key findings on phosphorous 
processes and transport in the Western Lake Erie Basin. 

Many of the lessons learned from the previously published CEAP- 
Watershed Assessment Study Synthesis are being applied by NRCS in 
programs to address water quality conservation concerns. Program 
examples include the new Regional Conservation Partnership Program 
(RCP?) and landscape-scale water quality Conservation Initiatives, such 
as the Mississippi River Basin and Great Lakes Restoration Initiatives. 
They can be used in working cooperatively at the local level with 
agricultural producers and community conservation stewards. 
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Developed as part of a CEAP-Watershed Study in Indiana, one 
promising new conservation practice - the blind inlet - is a 
modification of an existing conservation practice standard for the 
Underground Outlet {CP 620) and addresses nutrients and sediment 
transported through open surface inlets connected to subsurface tile 
drains in the Upper Midwest. Blind inlets have been approved as an 
interim conservation practice standard in Indiana and Ohio, and are 
being tested in CEAP projects and other projects elsewhere in the Upper 
Midwest. Recent CEAP studies documented that blind inlets decrease 
soluble phosphorus losses from tile drains by 50 percent, total 
phosphorus losses by 50 percent, and sediment losses by up to 72 
percent. The long-term CEAP-Watershed study also indicates that blind 
inlets will remain effective beyond their expected 10-year service 
life . 


CEAP-Wetlands Studies . CEAP-Wetlands studies were planned to 
evaluate the effects of wetland conservation practices and programs by 
quantifying ecosystem services (e.g. water quality, flood control, 
biodiversity) provided by major wetland types. Four regional 
investigations are ongoing: (1) Prairie Pothole Region, (2) The High 
Plains, (3) California Central Valley and Upper Klamath River Basin, 
and (4) Mid-Atlantic Rolling Coastal Plain and Coastal Flats. Data 
collection and model development for the major wetland types in each 
region are focused on the following wetland ecosystem services: 
floodwater storage, habitat quality, pollinators, biotic conservation 
and sustainability, erosion and sedimentation, nutrient rate and 
transport, carbon sequestration, and greenhouse gas emissions. 

During 2016 and over the next four years, the CEAP-Wetlands National 
Assessment will focus on: 

1) Developing CEAP-Wetlands modeling that provides NRCS with the 
capacity to simulate and forecast changes in wetland functions or 
ecosystem services provided by wetlands and associated lands as a 
result of conservation practices and programs, land treatments, 
climate change, and other factors; 

2) Calibrating and validating the depressional (prairie potholes, 
playas) and riverine wetlands algorithms within the Integrated 
Landscape Model (ILM) linked to the primary CEAP Model APEX and the 
National Resources Inventory (NRI) to improve the statistical 
reliability of model output at multiple scales and broaden its 
conservation application; 

3) Integrating CEAP-Wetlands field data collection methods with the NRI 
to develop new onsite data collection elements and remote sensing- 
based protocols that document spatial and temporal changes and 
effects of wetland conservation practices and programs; 

4) Linking other CEAP component findings/efforts into the ILM and APEX 
models to address cumulative practice and program effects across 
multiple scales; and 

5) Documenting the effectiveness of conservation practices and working 
lands treatments within the broader regional study framework to 
improve m.odeling results and translating those results to improve 
on- the -ground conservation , 

CEAP Science Notes and Conservation Insights are continuously 
being developed to highlight findings from various regional 
assessments. Four selected CEAP-Wetlands regional project scientific 
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reports were published in 2015: (1) "The Integrated Landscape 

Monitoring Partnership: Current Status and Future Direction," 
summarizes findings by USGS identifying, evaluating and developing the 
model to quantify conservation implementation impacts relative to 
wetland ecosystems services; (2) "Effects and Effectiveness of USDA 
Wetland Conservation Practices in the Mid-Atlantic Region: A Draft 
Report on the First Phase of the Mid-Atlantic Regional Wetland 
Conservation Effects Assessment Project," summarizes findings by ARS on 
ecosystem functions provided by wetlands restored through USDA 
conservation programs; (3) "CRP Effects on the Ogallala Aquifer," a 
county-level analysis assessing the effects of playa wetlands 
conservation from CRP on the Ogallala (High Plains) Aquifer; and 
(4) "Land use effects on sedimentation and water storage volume in 
playas of the Rainwater Basin (RWB) of Nebraska," compares water 
storage volume and sediment loads in RWB playas in surrounding 
cropland, reference condition, and restored (WRP) land uses to improve 
wetland ecosystem services. 

Regional assessments collected field data for major wetland types 
to assess and model the following wetland ecosystem services: 
floodwater storage, habitat quality, pollinators, biotic conservation 
and sustainability, erosion and sedimentation, nutrient fate and 
transport, carbon sequestration, and greenhouse gas emissions. 

CEAP-Wildlif e Assessment . Since 2005, CSAP-Wildlife has 
supported over 45 regional assessments of the effects of conservation 
practices and programs on various priority aquatic and terrestrial 
species. These assessments, conducted in partnership with academic, 
non-governmental organizations, and State a.nd Federal agency science 
partners, have generated more than two dozen technical reports from 
which we have developed technical notes and guidance documents to help 
put findings into practice. These findings have documented how USDA 
programs and practices are benefiting wildlife species, including at- 
risk grassland and shrubland birds, native trout and other aquatic 
biota, and migrating and wintering waterfowl and shorebirds, while 
providing valuable insight on how we can improve conservation practice 
standards and program delivery. 

In recent years, CEAP-Wildlife has emphasized supporting 
asse.ssments that document the response of target species to 
conservation practice implementation and that provide scientific 
support for effective program delivery of NRCS wildlife-oriented 
landscape-scale special initiatives. For example, CEAP-Wildlife is 
conducting outcome-based assessments and providing important science 
support for the NRCS Sage Grouse Initiative, Lesser Prairie-Chicken 
Initiative, and the Golden-Winged Warbler, New England Cottontail, and 
Soutbiwesterri Willow Flycatcher aspects of the Working Lands for 
Wildlife effort . 

CEAP-Wildlife is also enhancing the biological aspects of other 
CEAP component m.odeis and products. Specifically, we are working with 
The Nature Conservancy, ARS, and university partners to complement 
stream fish and macro-invertebrate sample data with CEAP-Cropland 
modeling tools, beginning with an intensive effort in the Western Lake 
Erie Basin. This effort is providing the means to integrate biological 
endpoints into soil and water quality modeling, and thus help us 
understand and target effective conservation practice implementation 
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with biologically meaningful results. We are also incorporating 
biodiversity metrics into CEAP-Grazing Lands modeling efforts, and are 
integrating findings from various completed and ongoing CEAP-Wildli f e 
regional assessments into CEAP-Wetlands ecosystem services modeling. 

As we generate valuable products and insights for USDA use, we 
continue to share results with and solicit input from our partners in 
the fish and wildlife science and management communities. Through the 
International Association of Fish and Wildlife Agencies' CEAP Working 
Group, we are working to link. CEAP-Wildlife findings with those of the 
monito.ring components of State Wildlife Action Plans, and vice-versa. 

CEAP-Grazing Lands . In addition to previous CEAP-Grazing Lands 
(CEAP-GL) accomplishments related to modeling soil erosion by water, we 
are collaborating with ARS and partners within the Wind Erosion Network 
to model wind erosion on grazing lands. NRCS anticipates having wind 
erosion equations added to several computer models used by CEAP by the 
end of 2017, including calibration runs on small-scale regional 
datasets. After that, we envision expanding our modeling efforts to 
more geographic areas, particularly in the Western United States. 

These efforts are key to understanding the causes of the increasingly 
frequent dust storms and the conservation efforts necessary to reduce 
their harmful impacts on human health, habitation, and the natural 
resources of the region. 

The CEAP-GL effort is also pioneering techniques required to 
model resource effects on rangelands in both environmental and 
production-related contexts. The addition of scientif ically-soiand 
"grazing modules" into APEX has been designed to approximate animal 
diet selection preferences and daily forage intake changes associated 
with forage quality, improving ranchers' ability to manage for better 
economic returns with less environmental impact. Incorporation, of 
these tools into APEX also enables us to simulate habitat quality 
factors for wildlife species and/or guilds. 

In addition to the efforts above, CEAP-GL positioned itself with 
partnerships and projects to offer the following benefits to 
cooperators and NRCS field offices within the next five to ten years: 

(!) Conduct CEAP-GL modeling that provides NRCS with the capacity to 

quantify benefits of conservation practices and adaptive management 
in ways most meaningful to livestock producers in terms of 
opportunities to optimize animal productivity, habitat quality, 
water quality and quantity, and plant health, vigor, and 
productivity; 

(2) Develop an interface between the current process-based models we 
use (APEX) and existing models to quantify and economically value 
specific ecosystem service benefits on grazing lands. This will 
help us capture the full scope and complexity of grazing land 
conservation practice effects and benefits that are not currently 
accounted for in NRCS reporting metrics but that often provide the 
largest return on our conservation dollar; 

(3) Unite multiple existing databases to dynamically interact with 
APEX, therefore enabling more refined simulations on grazing lands. 
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(4) Develop an ArcGlS toolbar for universal use, for the estimation of 
woody plant cover by major land resource area (MLRA) and using 
different satellite imagery vintages, to track woody plant cover 
changes over time. This is part of the current CEAP-GL project 
with ARS, and it will enable NRCS field offices to quickly estimate 
woody plant cover to determine if Brush Management is necessary and 
to what degree, and to monitor change over time through continued 
maintenance of the practice. It can also be used to aid in 
determination of wildlife habitat quality and connectivity; 

(5) Develop state-specific and MLRA-specif ic Rangeland Risk maps and 
summaries in support of conservation practice application, state 
resource assessments, and specific conservation initiatives. 

(6) Continue to conduct specific field research projects to close gaps 
identified in the Rangeland and Pastureland literature syntheses, 
related to NRCS conservation practice standards. The CEAP-GL 
literature syntheses are the most comprehensive collection of 
information on rangeland and pasture/hayland management in 
existence and will be updated as new scientific information becomes 
available . 


Administrative Transformation 

Mr, Aderholt: What is the status of the NRCS administrative 
transformation? 

Response: Administrative Transformation, which reorganizes the 
human resources, procurement and property, and financial management 
functions into national teams, became effective on October 18, 2015. 

Mr. Aderholt: How has it effected the day-to-day function of 
your employees? Of farmers, ranchers, and producers? 

Response: Under Administrative Transformation, administrative 

employees who were located in States have been reassigned to national 
service delivery branches or national support and oversight branches 
within national headquarters organizations. These employees are 
working on virtual teams, and no employees were required to relocate as 
part of their reassignment. The new structure provides employees with 
an opportunity to become specialists in certain functions, which 
ultimately will provide efficiencies in processing the various 
administrative actions . 

Our partners, including farmers, ranchers, and producers, will 
generally not see a direct change in how they interact with NRCS as a 
result of Administrative Transformation. They will continue to work 
with their local and State level contacts, who in turn obtain services 
from the national branches. What will result, however, is that the 
agency will be able to more effectively and efficiently provide 
acLministrative support for the conservation delivery provided. 
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Mr. Aderholt: Can we expect to see savings as a result of this 
reorganization? If so, how much? 

Response: Aaininistrative Transformation is expected to provide 

cost savings by consolidating administrative functions in national 
service delivery branches, which will result in streamlined procedures 
and greater efficiencies. Instead of staffing the administrative 
functions in each State, those functions will be consolidated in the 
national branches. We estimate that over time we will achieve a 10 
percent reduction in costs for administrative functions as we gain 
efficiencies in service delivery. 

Mr. Aderholt: What is the relationship between the OIG audits 
and your work to transform NRCS' administrative functions? 

Response: The primary driver for Administrative Transformation 

was a desire to improve and standardize administrative support for the 
agency's conservation delivery by creating national service delivery 
branches. Ultimately, the administrative functions affected by 
Administrative Transformation - human resources, procurement and 
property, and financial management - are vital components supporting 
the agency's conservation mission. Administrative Transformation 
enables the agency to provide that support in an effective and 
efficient way. 

At the same time, centralizing the administrative functions on 
national service delivery branches ensures those functions are provided 
using consistent policies and procedures in compliance with all 
applicable laws and regulations. Thus, we anticipate seeing positive 
results in audits as an additional benefit from the change. For 
example, the accounts receivable service team was the first team 
piloted during the design phase of Administrative Transformation, and 
was in place during part of FY 2014 and all of FY 2015. In the FY 2013 
financial statement audit accounts receivable and revenues were 
identified as a material weakness. In the FY 2014 audit, that was 
reduced to a significant deficiency, and in the FY 2015 financial 
statement audit there were no findings associated with accounts 
receivable and revenue. 

Mr. Aderholt: How is NRCS impacted by the potential 
consolidation of leasing functions at USDA's Departmental Management? 

Response: Leasing functions for the USDA's Service Center 

Agencies (SCAs) are not being consolidated under Departmental 
Management. Rather, Departmental Management with concurrence and 
support from the SCAs is forming a new Lease Accountability and 
Strategy Division (LASD) . The LASD will provide oversight to the SCAs 
and their activities; coordinate and guide common policies, practices, 
and standards; carry out analysis and prepare reports; and provide 
quality control leadership. The SCAs retain leasing staff 
organizationally aligned to each agency and provide "cradle to grave" 
lease management services directly to customers. 
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Legal Fees 

Mr. Aderholt: Please provide a total cost of legal fees incurred 
by NRCS over the past three fiscal years and provide a detailed list of 
the source of the costs and respective amounts, including the cost of 
settlements associated with employee grievances, complaints, etc. 

Response: NRCS utilizes an Equal Employment Opportunity (EEO) 

complaint process to resolve employee EEO complaints at the informal 
stage prior to the filing of a formal EEO complaint. The complaint 
process provides one avenue where employees can get help in 
understanding and resolving workplace EEO problems. It enables 
complainants to ease into the EEO complaint process, permitting them 
time to understand it. The EEO counseling process often brings 
learning and resolution of problems, reduces the numiber of cases that 
require full investigation, and reduces disruption to the lives of the 
parties involved and to the workplace. The information provided in the 
tables include costs pertaining to employee EEO settlem.ents for fiscal 
years 2013 through 2015 which were settled at the informLal complaint 
stage and the formal complaint stage. 

[The information follows:] 


NRCS Settlement Costs for Informal EEO Complaints 


Cost Category 

FY 2013 

FY 2014 

E'Y 2015 

Back Pay 

- 

- 

- 

Lump Sum Payments 

- 

$6,500 

- 

Compensatory Damages 

$5,000 

- 

- 

Attorney Fees 

- 

6, 500 

- 


NRCS Settlement Costs for Formal EEO Complaints 


Cost Category 

FY 2013 

FY 2014 

FY 2015 

Back Pay 

$600 

$5, 000 

- 

Lump Sum Payments 

269, 929 

67,500 

S206, 226 

Compensatory Damages 

20,000 

- 

- 

Attorney Fees 

135,117 

32, 731 

16, 770 
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QUESTIONS SUBMITTED BY CONGRESSMAN KEVIN YODER 
Regional Conservations Partnership Program (RCPP) I 

Mr. Yoder: It has been pointed out for me that the two projects 
regarding conservation that are going on in Kansas might involve some 
wasteful spending. The first is a project to spread milkweed 
throughout the nation to create a butterfly migratory pathway. Now we 
all love to see pretty butterflies flutter by, especially my two young 
daughters. But my understanding is that they feed on milkweed which 
surprisingly is A WEED, Can you give assurances to the Subcommittee 
that we would be spending those $6 million taxpayer dollars in a most 
efficient way? 

Response: This project, funded under the Regional Conservation 

Partnership Program (RCPP), reflects local partner and communities 
natural resource priorities. The project will be implemented through 
voluntary conservation program contracts with farmers and ranchers who 
want to address the habitat resource concerns of the monarch butterfly, 
which is not currently listed under the Endangered Species Act, but for 
which a petition for protection was filed in August 2014. One major 
threat to the species is habitat loss, particularly the loss of 
milkweed, which are a group of perennial native plants that provide 
monarch butterfly breeding habitat and are the monarch caterpillar'' s 
sole food source. Some research indicates that milkweed populations in 
the U.S. dropped 21 percent between 1995 and 2013, with the majority of 
the milkweed loss occurring in prime monarch breeding areas. Besides 
their importance to monarch caterpillars and butterflies, milkweeds 
provide nectar for a number of other pollinators, including native and 
honey bees . 

The Environmental Quality Incentives Program (EQIP) and the 
Conservation Stewardship Program (CSP) are the voluntary conservation 
programs that will be used to implement the project. NRCS uses a 
conservation planning process with producers to develop a conservation 
plan that includes conservation practices designed to help address 
resource and operational objectives. For this project, the 
conservation plan alternatives to address the lack of breeding habitat 
either 1) establish permanent cover that includes milkweeds or 2) 
improve existing habitat. Seeding of permanent cover follows NRCS 
standards that have been proven through scientific rigor and the 
experience of the conservationists on the land. 

The assurances provided to sound implementation include: 1) RCPP 
projects are voluntary, and only those producers that choose to improve 
habitat for monarchs will apply; and 2) trained and knowledgeable 
conservationists work with the producer to identify the resource needs 
and develop a conservation plan to address those needs. The 
conservation plan will include conservation practices whose standards 
are based on the cumulative knowledge and experience of the 
conservation comir.unity. The local partners are fully engaged in 
implementing the project, and monitoring and reporting on progress and 
outcomes to ensure that objectives are achieved. 
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Mr. Yoder: The second project is a bit more concerning. It 
regards the Native Grazing Lands, some of which will apply to 
'sensitive species' like the lesser prairie chicken. As you may know 
congress has gone on record time and time again urging lesser prairie 
chicken to the endangered species threatened species list because of an 
explosion in their population particularly in western Kansas. We have 
voted in the NDAA, and we have voted to support an amendment which I 
offered to the ESA funding bill to defund their listing. Can you 
justify spending nearly $4 million dollars to protect species, some of 
vihich scientific data show do not need human assistance? Certainly 
this reflects upon the full $720 million proposal for all conservation 
projects throughout the country. 

Response: The Native Grazing Lands Protection in the Central 

Great Plains RCPP project is designed to prevent habitat fragmentation 
and conversion of important grazing lands to non-grazing uses, and to 
enhance the native grazing lands in the Flint Hills and Red Hills of 
Kansas and Oklahoma. The project will benefit the lesser prairie 
chicken, but perhaps more importantly will directly benefit the 
ranching families and grazing heritage of the Central Great Plains. 

The project uses the Agricultural Conservation Easement Program (ACEP) 
to leverage private and public funding by providing a voluntary 
mechanism for private landowners to protect the native grazing 
lands. The ranching industry continues to face financial, out- 
migration, and species conservation pressures. ACEP offers a mechanism 
to assist in dealing with these issues. 

Additionally, the Environmental Quality Incentives Program (EQIP) 
will be used to help producers treat an estimated 35,000 acres of 
grazing lands infested with noxious and invasive species of vegetation, 
brush, and trees that challenge their grazi.ng value. The expense to 
treat these areas continues to increase, and in some instances has 
become infeasible for producers to address on their own. 

All funds associated with this project will go directly to 
ranchers and landowners in Kansas and Oklahoma and to support project 
implementation. The project will improve habitat for many native 
grassland species, but will also create better grazing conditions for 
livestock. A number of partners have signed up to assist with this 
project and bring funds to the effort, including Kansas State 
University (KSU) . For example, KSU will be working to understand 
indirect benefits, such as how clearing invasive brush and trees on 
grazing lands may increase water quantity for ranchers and other 
downstream needs. 


Regional Conservations Partnership Program (RCPP) il 

Mr. Yoder: I think we would all agree that state and local 
governments, and organizations on the ground know how best to lead 
conservation efforts and utilize these federal resources. How can we 
take the successes of this public-private partnership and apply them to 
other conservation efforts or other priorities that your agency may be 
focusing on? 

Response: The Regional Conservation Partnership Program (RCPP) 

is an innovative approach to investing in natural resource conservation 
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that empowers local coraraunities and demonstrates the importance of 
strong public-private partnerships in delivering local solutions to 
tough natural resource challenges. 

The impact of RCPP can be seen in the 199 projects, in which NRCS 
has invested over $500 million, which are currently scheduled or 
occurring across all 50 States and Puerto Rico. These projects draw 
from a diverse network of more than 2,000 partners, including non- 
profit organizations, conservation districts, institutions of higher 
education, private businesses, farmer cooperatives, and several levels 
of governmiental agencies. The projects demonstrate feasible, creative, 
well-developed ventures that exhibit strategic collaboration and the 
use of both proven and innovative conservation practices and systems. 
The potential impact of these and other conservation-driven projects is 
founded on the uniqueness and strength of partnerships. 

RCPP is building on the foundation of many of the regional 
initiatives, national landscape initiatives, and Conservation 
Innovation Grant (CIG) projects that NRCS has awarded. There are 
multiple projects in each of the eight Critical Conservation Areas (the 
Columbia River, Colorado River, Great Lakes, Mississippi River Basin, 
Chesapeake Bay, Longleaf Pine, California Bay Delta, and the Prairie 
Grasslands Region) that are building on NRCS regional and landscape 
based initiatives. In addition, over the past two years, NRCS has also 
received applications for partners that are building on successful CIG 
awards and are now looking at nationwide implementation. 

RCPP is in its second year of implementation of the initial five- 
year agreements and is beginning to assess program results. NRCS is 
working with its partners on defining metrics of success and results 
and lessons learned will be applied to current and new conservation 
efforts and priorities. 

Mr. Yoder: How can we model other programs after this one, where 
stakeholders feel comfortable making investments in conservation so we 
can help relieve the burden on the taxpayer? 

Response: The Regional Conservation Partnership Program (RCPP), 

created by the Agricultural Act of 2014, allows partners to be in the 
"driver's seat" with technical and financial help from NRCS to develop 
projects that deliver local solutions to natural resource challenges. 
RCPP empowers local organizations and communities to develop local 
projects using Farm Bill funding, including $100 million in RCPP annual 
funds and an additional seven percent of the funds or acres allocated 
annually to the four covered programs {the Agricultural Conservation 
Easement Program (ACEP) , the Environmental Quality Incentives Program 
{EQIP}, the Conservation Stewardship Program (CSP) , and the Healthy 
Forests Reserve Program (HFRP) ) . 

RCPP leverages local leadership to establish partnerships that 
can include private companies, local and tribal governments, 
universities, non-profits and other non-government partners to work 
with farmers, ranchers and forest landowners on landscape- and 
wat-ershed-scale conservation solutions that work best for their region. 
NRCS works side-by-side with conservation partners and agricultural 
producers to conserve natural resources, leading to cleaner and more 
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abundant water, healthier soil, enhanced wildlife habitat and many 
other benefits . 

One of the key pillars for RCPP is the substantial contribution 
that partners must make towards the success of a project. NRCS 
prioritizes projects where the partners can make a 1:1 contribution, 
meaning for every NRCS dollar contributed, the partner is able to 
contribute a dollar or more of non-Federal funds. This model of 
private-public funding has been so successful that the approved 
projects are coming back with an almost 2:1 contribution of non-Federal 
to Federal funding for 2016. One important note is that the partner 
funding is not a requirement but considered a contribution and the 
partners are enthused and are recognizing the value of conservation 
efforts for these projects. 

NRCS has announced the third round of 2017 RCPP Announcement of 
Program Funding (APF) . NRCS recognizes the growing interest in 
leveraging private capital markets to foster impact investments in 
conservation, sustainable agriculture, and forestry. RCPP continues to 
demonstrate innovative solutions to help producers boost their 
operations and mitigate threats, while meeting regulations and 
protecting the natural resources through projects that will deliver the 
most conservation for the taxpayer dollars. 

Through RCPP, NRCS is harnessing the power of public-private 
partnership - bringing new partners, new resources, and new ideas to 
the table; resulting in a significant investment in conservation to 
benefit our soils, water, and wildlife. RCPP is the model and "Proof 
of Concept" to implement Farm Bill programs of the future through 
government working at its best - empowering local communities and 
private landowners to take control and identify what the resource needs 
and solutions are locally. 


Air Quality and Prescribed Burns 

Mr. Yoder: I understand that there have been several efforts 
underway within NRCS to develop "science-based solutions and 
conservation measures that not only reduce the agriculture industry's 
environmental impact, but in many ways enhance our natural resources 
through improved agricultural practices." Being able to conduct 
controlled burns is very important to Kansas Agriculture, specifically 
in the Flint Hills near my hometown. What efforts are you undertaking 
to ensure that vital Agriculture practices can be preserved so that the 
Federal government does not further disrupt a struggling economy that 
has seen a 56% decline in farm income over the last three years? 

Response: Prescribed burning is an important conservation 

practice for managing rangeland quality and NRCS conservationists 
commonly recommend this practice for rangelands in Kansas. The agency 
assists producers with the development of conservation plans that 
identify the need and responsible application procedures for prescribed 
burning, which can address issues including: 


• Woody plant invasion; 

• Plant health and vigor of native perennial plant: communities; 
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• Livestock performance; 

• Livestock grazing distribution; 

• Wildfire prevention through control of fuel loads; and 

• Control or prevention of noxious weed invasion. 

In the Flint Hills region, many producers are comfortable using 
prescribed burns without direct NRCS assistance. Over the past 10 
years, the average prescribed burning use in Flint Hills exceeded 2 
million acres per year. During 2015, NRCS provided technical 
assistance to producers in the implementation of prescribed burning on 
398,886 acres in Kansas. 

The agency also plays an active role in prescribed burning 
education and awareness, serving as instructors and advocates in 
annually scheduled workshops hosted with partners including Kansas 
State University; USDA Forest Service and Farm Service Agency; Kansas 
Interagency Fire Council; Kansas Department of Wildlife, Parks and 
Tourism; Kansas Prescribed Fire Council; Kansas Grazing Lands 
Coalition; local volunteer fire departments; local conservation 
districts; and other organizations that recognize the importance of 
this valuable conservation practice. Through the years, 250 Kansas 
ranchers and landowners attended the workshops. In addition, the 
agency also educates its employees on recommending, planning, and 
implementing prescribed burning on rangeland through approved 
prescribed burn training, outside agency education opportunities, and 
participation on prescribed burns. Strict adherence to Federal, 

Kansas, and local prescribed burn policy is paramount at every level. 

NRCS remains on the front lines regarding the understanding of 
current research related to the use of prescribed burning on rangeland 
to address pollinator habitat, invasive species control, and season of 
application and patch burning. Cooperating institutions conducting 
this vital research are Kansas State University, Fort Hays State 
University, and Emporia State University. 

The agency understands the need for the safe, effective, and 
responsible application of fire to conserve the agriculturally, 
environmentally and economically vital rangelands of Kansas. The use 
of fire on cropland and around farmsteads is sometimes employed as a 
tool for commodity crop production or disposal, but it is not addressed 
as a resource conservation issue by NRCS. 

Bee Conservation Efforts 

Mr. Yoder: I appreciate the efforts that the Natural Resources 
Conservation Service (NRCS) is doing to assist producers who want to 
voluntarily implement conservation practices to help curb the loss of 
the bee population that are so important to Agriculture. What are 
your plans for working with farmers and beekeepers in 2016 to ensure 
that the plans put in place do not adversely affect a farming economy 
that is already struggling? 

Response: Beginning in 2014, NRCS has targeted $4 million 

annually to assist farmers, ranchers and private forest landowners in 
Michigan, Minnesota, North Dakota, South Dakota and Wisconsin make bee- 
friendly conservation improvements to their land. These conservation 
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improvements have included planting cover crops, wildflowers, or native 
grasses, and improving management of grazing lands. Over the last two 
years, NRCS and landowners have boosted available food for honey bees 
on nearly 35,000 acres in five States, and in 2015 NRCS expanded the 
focused effort into Montana. These conservation improvements not only 
benefit the bees, they also strengthen agricultural operations, support 
other beneficial insects and wildlife, and improve other natural 
resources. Appropriate cover crops and better rangeland and pasture 
management reduce erosion, increase soil health, inhibit the expansion 
of invasive species, and provide food and habitat for insects and 
wildlife . 


In 2016 NRCS awarded two Regional Conservation Partnership 
Projects (RCPP), Honey Bee and Monarch Butterfly Partnership and 
Improving Working Lands for Monarch Butterflies. A total of $14.3 
million was awarded to these two projects, which will work with 
agricultural producers in 11 States to improve monarch butterfly and 
pollinator habi tat . 

Producers in other States are also eligible for assistance to 
make conservation improvements to their land that benefit honey bees 
and miany other pollinators, such as monarch butterflies and native 
bees. NRCS offers more than three dozen conservation practices that 
can provide benefits to pollinators. Additional information about how 
to help honey bees and other pollinators can be found in the NRCS 
National Strategy to Promote the Health of Honey Bees and Other 
Pollinators . 
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Testimony of the Honorable Kenneth A. Spearman 
Chairman and Chief Executive Officer 
Farm Credit Administration 
Before the Subcommittee on Agriculture, 

Rural Development, Food and Drug Administration, and Related Agencies 
U.S. House of Representatives Committee on Appropriations 
February 9, 2016 


Mr. Chairman and Members of the Subcommittee, I am Kenneth A. Spearman, Board Chairman 
and Chief Executive Officer of the Farm Credit Administration (FCA or Agency). On behalf of my 
colleagues on the FCA Board, Dallas P. Tonsager of South Dakota and Jeffery S. Hall of Kentucky, 
and all the dedicated men and women of the Agency, I am pleased to provide this testimony. 

Before i discuss the Agency’s role, responsibilities, and budget request, it is my privilege to thank 
the Subcommittee staff for its assistance during the budget process. As the Subcommittee knows, 
FCA does not receive a Federal appropriation. The funds used by FCA to pay its administrative 
expenses are assessed and collected annually from the Government-sponsored enterprises we 
regulate and examine — the Farm Credit System (FCS or System) made up of banks, associations, 
and service corporations, the Federal Farm Credit Banks Funding Corporation, and the Federal 
Agricultural Mortgage Corporation (Farmer Mac). 

The Agency is submitting a proposed total budget request of $70,400,000 for fiscal year (FY) 2017. 
FCA’s proposed budget for FY 2017 includes current and prior-year assessments of $69,800,000 
from System institutions, including Farmer Mac, and $600,000 from anticipated reimbursable work 
for the Farm Credit System Insurance Corporation, the U.S. Department of Agriculture, and the 
National Consumer Cooperative Bank. Almost all this amount — 83.7percent — goes for salaries, 
benefits, and related personnel costs, 

A key factor driving the FY 2017 budget is the Agency’s need to hire and train qualified individuals 
to replace the many employees — especially examiners — who have begun to retire. We must ensure 
that our staff has the skills it needs to address changes in the agricultural industry and the 
complexities of agricultural finance. Also, changes in the organization and structure of the System 
itself are presenting challenges. As System institutions continue to merge and grow larger and more 
complex, the Agency must dedicate more resources to acquire technology and hire skilled staff to 
examine and oversee these institutions. Furthermore, we must increase the use of technological 
and data tools used by Agency staff. The funding we have requested for FY 2017 will allow us to 
hire, train, and retain the people we need to properly examine, oversee, and regulate the System, 

MISSION OF THE FARM CREDIT ADMINISTRATION 

As directed by Congress, FCA’s mission is to ensure a safe, sound, and dependable source of 
credit and related services for all creditworthy, eligible persons in agriculture and rural America. The 
Agency accomplishes its mission in two important ways. First, FCA protects the safety and 
soundness of the FCS by examining and supervising all FCS institutions, including Farmer Mac, 
and ensures that the institutions comply with applicable laws and regulations. Our examinations and 
oversight strategies focus on an institution's financial condition and any material existing or potential 
risks, as well as on the ability of its board and management to direct its operations. We also 
evaluate each institution’s compliance with laws and regulations and evaluate whether it serves all 
eligible borrowers, including young, beginning, and small farmers and ranchers. If a System 
institution violates a law or regulation or operates in an unsafe or unsound manner, we use our 
supervisory and enforcement authorities to ensure appropriate corrective action is taken. Second, 
FCA develops policies and regulations that govern how System institutions conduct their business 
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and interact with customers. FCA’s policy and regulation development focuses on protecting 
System safety and soundness; implementing the Farm Credit Act; providing minimum requirements 
for lending, related services, investments, capital, and mission; and ensuring adequate financial 
disclosure and governance. The policy development program includes approval of corporate charter 
changes, System debt issuance, and other financial and operational matters. 

EXAMINATION PROGRAMS FOR FCS BANKS AND ASSOCIATIONS 

To help ensure the safety and soundness of FCS institutions, FCA uses examination and 
supervision processes to address material and emerging risks at the institution level and across the 
System. The Agency bases its examination and supervision strategies on institution size, existing 
and prospective risk exposure, and the scope and nature of each institution's business model. We 
monitor agricultural, financial, and economic risks that may affect groups of institutions or the entire 
System. Given the increasing complexity and risk in the System and human capital challenges at 
FCA, we continue to implement a number of initiatives to improve operations, increase examination 
effectiveness, and enhance staff expertise in key examination areas. 

The frequency and depth of examination activities vary based on risk, but each institution is 
examined at least once every 18 months and receives a summary of examination activities and a 
report on its overall condition, FCS institutions are required to have effective loan underwriting and 
loan administration processes, to properly manage assets and liabilities, to establish high standards 
for governance, and to provide transparent disclosures to shareholders. FCA’s examination and 
supervision program promotes accountability in FCS institutions by working to ensure institutions 
identify and manage risks. In addition, FCA is closely watching real estate values as lower grain 
prices and the expectation of a rise In long-term interest rates weigh on land prices in certain 
sections of the country. FCA may use its enforcement powers to effect changes in an institution’s 
policies and practices to correct unsafe or unsound conditions or violations of law or regulations. 

The Agency uses its Financial Institution Rating System (FIRS) to assess the safety and soundness 
of each FCS institution. The system provides a framework of component and composite ratings to 
help examiners evaluate significant financial, asset quality, and management factors. FIRS ratings 
range from 1 for a sound institution to 5 for an institution that is likely to fail. As the chart on the 
following page indicates, the System remains financially strong overall. At the present time, 
institutions are well capitalized, and the FCS does not pose material risk to investors in FCS debt, 
the Farm Credit System Insurance Corporation, or to FCS institution stockholders. 

Although the System’s condition and performance remain satisfactory overall, several institutions 
are experiencing stress that requires special supervision and, in some cases, enforcement actions. 
Factors causing the stress include weaknesses in the Nation’s economy and credit markets, a 
rapidly changing risk environment in certain agricultural segments, and, at times, management’s 
ineffective response to these risks or other operational challenges. We have increased supervisory 
oversight at a number of institutions and dedicated additional resources in particular to the four 
institutions rated 3 or worse. Although these institutions represent less than one percent of System 
assets and do not materially affect the System’s consolidated performance, they require 
significantly greater Agency resources to oversee. As of September 30, 2015, three FCS institutions 
were under formal enforcement actions, but no FCS institutions are in conservatorship or 
receivership. 
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Farm Credit System FIRS Composite Ratings 
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Source: FCA's FIRS Ratings Database. The above chart includes only the System banks and their 
affiliated direct-lender associations. It does not include Farmer Mac. The figures in the bars indicate the 
number of Institutions by FIRS rating. 


REGULATORY AND CORPORATE ACTIVITIES 

Regulatory Activities — Congress has given the FCA Board statutory authority to establish policy, 
prescribe regulations, and issue other guidance to ensure that FCS institutions comply with the law 
and operate in a safe and sound manner. The Agency is committed to deveioping balanced, 
flexible, and legally sound regulations. Current regulatory and policy projects include the following: 

• Revising the capital regulations to make them consistent with Basel III, as appropriate 

• Revising regulations on flood insurance to conform to the private flood insurance provisions 
of the Biggert-Waters Flood Insurance Reform Act of 2012 

• Revising regulations on eligibility and creditworthiness of FCS institution investments 

• Clarifying and strengthening standards-of-conduct regulations 

• Clarifying or changing the amortization limits for agricultural credit associations and 
production credit associations. 

• Revising regulations on eligibility and creditworthiness of Farmer Mac investments 

• Revising the corporate governance requirements for Farmer Mac 

Corporate Activities — Because of mergers, the number of FCS institutions has declined over the 
years, but their complexity has increased, placing greater demands on both examination staff 
resources and expertise. Generally, these mergers have resulted in more cost-efficient and better- 
capitalized institutions with broader, more diversified asset bases, both by geography and 
commodity. As of January 1, 2016, the System had 74 direct-lender associations, four banks, five 
service corporations, and two special-purpose entities. 
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Condition of the FCS 

The FCS remains fundamentally safe and sound and is well positioned to withstand the 
challenges facing U S. agriculture during the current cyclical downturn. The depth and duration 
of this cyclical downturn is unknown, which will continue to present challenges for the System 
until markets rebound. While the current credit stress level in the System’s loan portfolio is well 
within its risk-bearing capacity, asset quality is expected to decline modestly in 2016 from 
relatively strong levels in 2015. Supporting the overall condition of the FCS is moderate loan 
growth, adequate capital, and reliable access to debt capital markets. 

The System continues to grow at a moderate pace. As of September 30, 2015, gross loans 
totaled $226.8 billion, up $18.8 billion or 9.0 percent from September 30, 2014. Real estate 
mortgage lending was up $7.0 billion or 7.2 percent as demand for cropland continued in 2015. 
Overall, real estate mortgage loans represent 45.7 percent of the System’s loan portfolio. 
Production and intermediate-term lending increased by $2.9 billion or 6.4 percent from the year 
before, and agribusiness lending increased by $4.2 billion or 13.9 percent. 

The System also continues to enhance its capital base, which strengthens its financial position 
as low or negative farm returns increase financial stress on borrowers. As of September 30, 

2015, System total capital equaled $48.9 billion, up from $45.8 billion the year before. The 
System’s total capital-to-assets ratio was 16.8 percent as compared with 16.9 percent a year 
earlier. Moreover, more than 82 percent of total capital is in the form of earned surplus. 

The increase in total capital is due in large part to the System’s strong earnings performance. 

For the first nine months of calendar year 2015, the System reported net income of $3.5 billion 
compared with $3.6 billion for the same period of the previous year. The small decline results 
from slightly higher non-interest expenses and provisions for loan losses, which offset an 
increase in net interest income. 

Credit quality in the System’s loan portfolio continues to be strong. In each calendar year since 
2010, the amount of nonperforming loans has declined, and capital has increased. In the most 
recent period, as of September 30, 2015, nonperforming loans totaled $1.7 billion, or 0.76 
percent of gross loans, as compared with $1 ,8 billion, or 0.85 percent, for the same quarter a 
year earlier. 

The System continues to have reliable access to the debt capital markets. Investor demand for 
all System debt products has been positive, allowing the System to continue to issue debt on a 
wide maturity spectrum at very competitive rates. Risk spreads and pricing on System debt 
securities remained favorable relative to corresponding U.S. Treasuries. 

Further strengthening the System’s financial condition is the Insurance Fund, which holds just 
under $4.0 billion. Administered by the Farm Credit System Insurance Corporation, this fund 
protects investors in Systemwide consolidated debt obligations. System banks also maintain 
liquidity reserves to ensure they can withstand market disruptions. As of September 30, 2015, 
the System’s liquidity position equaled 183 days, significantly above the 90-day regulatory 
minimum required for each FSC bank. 

FEDERAL AGRICULTURAL MORTGAGE CORPORATION 

Congress established Farmer Mac in 1988 to create a secondary market for agricultural real estate 
and rural housing mortgage loans. Farmer Mac has authority to create and guarantee securities 
and other secondary market products that are backed by agricultural real estate mortgages and 
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rural home loans, USDA-guaranteed farm and rural development loans, and rural utility cooperative 
loans. Through a separate office mandated by statute — the Office of Secondary Market Oversight, 
the Agency regulates, examines, and supervises Farmer Mac’s operations. 

Farmer Mac is committed to enhancing the availability of reasonably priced credit to agriculture and 
rural America through its secondary market activities. Under specific circumstances defined by 
statute, Farmer Mac may issue obligations to the U.S. Treasury Department, not to exceed $1.5 
billion, to fulfill the guarantee obligations on Farmer Mac guaranteed securities. Farmer Mac is not 
subject to any intra-System agreements and, unlike System banks, is not Jointly and severally liable 
for Systemwide debt obligations. Moreover, the Farm Credit Insurance Fund does not back Farmer 
Mac’s securities. 

Generally Accepted Accounting Procedures net income in FY 2015 was down from the year 
before primahly due to unrealized gains on derivative positions in the prior year and unrealized 
losses on derivative positions in FY 2015. These unrealized gains and losses are expected to 
reverse and converge to zero balances as the derivatives approach maturity. Also contributing 
to the earnings reduction in FY 2015 were costs associated with the redemption of $250 million 
of Farmer Mac II LLC Preferred Stock on March 30, 2015. Core earnings, a measure based 
more on cash flow, were down by 26.0 percent over FY 2015 to $38.0 million primarily due to a 
large tax benefit in the prior year that resulted from a one-time cash management and liquidity 
enhancement strategy implemented in FY 2014. As of September 30, 2015, Farmer Mac’s core 
capital totaled $558,2 million, which exceeded its statutory requirement of $442.8 million. The 
total portfolio of loans, guarantees, and commitments grew 11.6 percent to $15.6 billion. 

Credit quality trends remained favorable and credit quality in all program business lines 
remained satisfactory. Credit risk was manageable as adversely classified volume declined and 
the percentage of acceptable loan volume increased, while delinquencies remained low. As of 
September 30, 2015, substandard loans were 2.2 percent of total direct credit exposure, 
compared with 2.4 percent a year earlier. Loans more than 90 days delinquent remained low, 
although experiencing a slight increase to 0.67 percent from 0.46 percent the year prior. 

CONCLUSION 

We at FCA remain vigilant in our efforts to ensure that the Farm Credit System, including Farmer 
Mac, remains financially sound and focused on serving agriculture and rural America. I assure you 
that the Agency will continue its commitment to excellence, effectiveness, and cost efficiency and 
will remain focused on our mission of ensuring a safe, sound, and dependable source of credit for 
agriculture and rural America. Our budget proposal identifies our goals and the performance 
measures we have developed to help ensure that we efficiently and effectively use our resources. It 
is our intent to stay within the constraints of our FY 2017 budget as presented. We will continue our 
efforts to be good stewards of the resources entrusted to us. In addition, we have met all of the 
requirements of the GPRA Modernization Act that apply to our Agency. We are proud of our record 
and accomplishments. This concludes my statement. On behalf of my colleagues on the FCA Board 
and at the Agency, I thank you for the opportunity to share this information. 
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FARM CREDIT ADMINISTRATION 
QUESTIONS FOR THE RECORD for FISCAL YEAR 2017 
HOUSE AGRICULTURE APPROPRIATIONS SUBCOMMITTEE 

Questions Submitted by Chairman Robert B. Aderholt 


1. Please provide a list of all Farm Credit Administration (FCA) field offices and 

indicate the number of staff associated with each office. Were there any significant 
changes in the number of staff at each office in the last year? 


Number of FCA Staff 
by Office location 

Headquarters 

156 

Sacramento Field Office 

18 

Denver Field Office 

42 

Bloomington Field Office 

33 

Dallas Field Office 

33 

Rest of U.S. 

6 

Total 

288 


There were no significant changes in the number of staff at any individual field office; 
however, the total number of FCA employees did increase 5.5 percent from last year. Most 
of the new employees are FCA examiners. 
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2. Please provide a table showing the agency’s FTEs by office for the past 10 fiscal years 
and include the estimated levels for fiscal year 2017. 


FuibTime-Equivalent Staffing Levels by Office 
FYS 2007-2017 


Organizational Unit 

FY 

2007 

FY 

2008 

FY 

2009 

FY 

2010 

FY 

2011 

FY 

2012 

FY 

2013 

FY 

2014 


FY 

2016 

Est. 

FY 

2017 

Est 

Board 

Hi 

Hi 

8.9 

8.6 

9.8 

9.3 

9.4 

EE! 

EH 

10.0 


Office of the Chief Executive 
Officer (CEO) 

■ 

■ 

■ 

m 

2.0 

3.0 

■ 

■ 

■ 

3.0 

■ 

Congressional and 

Public Affairs 

■ 

■ 

■ 

m 

■ 

5.0 

■ 

5.0 

■ 

■ 

7.0 

Examination 


kese 



BUM 

BUIil 

BI.-tM 

THEI 


ISil 


General Counsel 

13.8 

14.1 

13.6 


■EQ 

K3I 



^ES 

■EQ 

■be 

Management Services* 





Km 

IK3Q 

■ESI 

■EEi 

EE^ 

■IK 


information Technology 












inspector General 

4.2 

4.6 

4.6 

■ES 

■Q3 

4.6 

■IK 

4.2 

5.7 

6.0 

6.0 

Secondary Market Oversight 

3.9 

4.0 

4.0 

4.0 

3.7 

4.6 

4.2 

4.7 


HE 

■El 

Regulatory Policy 







22.6 




■KJ 

Total 





gfjfii 

ESS 





■IBB 


*This table reflects the organization of the agency prior to the May 2016 reorganization, which divided the Office 
of Management Services into two offices. As a result of this reorganization, the two new offices (the Office of 
Agency Services and the Office of the Chief Financial Officer) will divide between them the FTEs of the Office of 
Management Services for FYs 2016 and 2017. 


3. Please provide a table showing the ratio of managers and supervisors to other 
personnel for the past 10 fiscal years and estimated levels for fiscal year 2017. 


Ratios of Managers and Supervisors 

’"«t6 Other Personnei 

FYs 2006-2017 

Fiscal Year 

Ratio 

2006 

1:6 

2007 

1:6 

2008 

1:6 

2009 

1:6 

2010 

1:6 

2011 

1:6 

2012 

1:5 

2013 

1:6 

2014 

1:6 

2015 

1:5 

2016 

1:5 

2017 

1:5 
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4. Please provide a table showing FCA obligations by office for the past 10 fiscal years 
and include the estimated levels for iRscal year 2017. 
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5. Please provide a table showing FCA unliquidated/open obligations by office for the 
past 10 fiscal years. 


FCA Unliquidated/Open Obligations by Office, FYs 2006-2015 
As of September 30 for each Respective Year 


(in Thousands) 



FY 

2006 

FY 

2007 

FY 

2008 

FY 

2009 

FY 

2010 

FY 

2011 

FY 

2012 

FY 

2013 

FY 

2014 

FY 

2015 


$121 

TTn 



TT!1 


^B!E 




Office of the Chief 

Executive Officer 

5 

5 

0 

20 

26 

29 

50 

38 

30 

40 

Congressional and 
Public Affairs 

m 

■ 

172 

94 

185 

253 

133 

106 

146 

218 

Rilifliflll 

wm 


1,978 

1,718 

1,792 

2,025 

1,741 

1,229 

WS^ 

1,443 


125 

110 

199 

201 

209 

227 

220 

154 

208 

167 

Management 

Services 

1,794 

1,858 

1,676 

1,623 

1,788 

1,400 

1,780 

1,321 

2,631 

3,612 

Information 

Technology 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 


38 

80 

71 

87 

110 

81 

82 

43 

66 

70 

Secondary Market 
Oversight 

50 

108 

175 

134 

145 

153 

86 

65 

155 

230 

Regulatory Policy 

187 

173 

219 

233 

332 

294 

311 

179 

193 

256 

Total 

unliquidated/ 
open obligations 

$3,292 

$3,749 

$4,612 

$4,194 

$4,773 

$4,566 

$4,520 

$3,193 

$4,771 

$6,115 


6. What is the cost of operating the agency to Farm Credit System institutions and 
Farmer Mac? 

The estimated fiscal year 2016 operating costs of the agency arc $63.15 million for the 
Farm Credit System and $2.45 million for Farmer Mac. Borrowers of the Farm Credit 
System incurred a net cost of 1 .8 basis points, or 1.8 cents for every $100 of assets held, to 
pay for agency operations in FY 2016. This rate is down from 2.5 basis points 10 years 
earlier. 
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Please provide a table showing assessments on Farm Credit System institutions and 
Farmer Mac for the previous 10 fiscal years and estimated for fiscal year 2017. 


Fiscal Year 


Assessment 
(In Millions) 


2015 

$51.5* 

2016 

$58.3 

2017 est. 

$69.8 

‘Assessment was reduced by $3.0 
million for the fourth quarter. 


Farmer Mac Assessments 

FYs 2007-2017 

Fiscal Year 

Assessment 
(In Millions) 

2007 

$2.20 

2008 

$2.05 

2009 

$2.05 

2010 

$2.25 

2011 


2012 

$2.25 

2013 

$2.38 

2014 

$2.38 

2015 

$2.40 

2016 

$2.45 

2017 est. 

$2.45 

Note: As required by regulation, the 
assessment wilt be reconciled and 
adjusted after the fiscal year-end to 
reflect the actual amount expended. The ' 
assessment for FY 2017 is not yet 
available because FCA will not complete 
the FY 2016 budget and estimation df 
examination, oversight, and regulatory 
costs pertaining to Farmer Mac untB' 
September 2016. 
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8. Please provide a table showing the total carryover available at the end of each fiscal 
year beginning in 2007. What is the estimate of carryover for 2017? 


Total Carryover at End of Each Fiscal Year 

FYs 2007-2017 

Fiscal Year 

Assessment Carryover 
Amount 
(In Millions) 

2007 

$12.5 

2008 

$12.9 

2009 

$13.6 

2010 

$13.5 

2011 

$13.2 

2012 

$16.5 

2013 

$16.0 

2014 

$11.7 

2015 

$5.2 

2016 est. 

$1.4 

2017 est. 

$1.0 


9. Please provide a table showing the amount of refunds or reduced assessments to Farm 
Credit System Institutions and Farmer Mac for the previous 10 fiscal years and 
estimate for fiscal year 2017. 


Assessment Reductions and Refunds 
' : FYs 2007-2017 , 

Fiscal Year 

Assessment 
Reduction 
(In Millions) 

Refund 
(In Millions) 

2007 

$0.0 

$0.0 

2008 

$0.0 

$0.0 

2009 

$0.0 

$0.0 

2010 

$0.0 

$0.0 

2011 

$0.0 

$0.0 

2012 

$0.0 

$0.0 

2013 

$0.0 

$0.0 

2014 

$0.0 

$0.0 

2015 

$3.0 

$0.0 

2016 est. 

$0.0 

$0.0 

2017 est. 

$0.0 

$0,0 
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10. FCA also receives funds from interest earned on investments with the Treasury and 
uses the interest earned to build and maintain an Agency reserve. Please provide a 
table showing the balance in the reserve for each fiscal year since it was established. 


FCA Interest Reserve 

Fiscal Year 

Balance 
(in Millions) 

2007 

00 

b 

2008 

$9.0 

2009 

$9.5 

2010 

$10.0 

2011 

$10.6 

2012 

$11.1 

2013 

$11.5 

2014 

$11.8 

2015 

$12.1 


11. How mnch did FCA spend on reception and representation expenses in fiscal years 
2013-2015 estimated for fiscal years 2016 and 2017? 

FCA’s reception and representation expenses were $974 for fiscal year 2013, $312 for 
fiscal year 2014, and $583.99 for fiscal year 2015, FCA budgeted $6,500 each for fiscal 
year 2016 and fiscal year 2017. 
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12. Did any FCA employees travel intemationally in liseal years 2015 and 2016 to date? 
Please provide an explanation of the purpose of the trip and eost. 

During FY 2015 no FCA Board members or employees traveled intemationally on official 
business. 

For FY 2016 to date, there was one international trip to China for one employee, a senior 
economist in our Office of Regulatory Policy. The China trip was conducted under the 
Scientific Cooperation Exchange Program, which was established in 1978 by the U.S. 
Department of Agriculture under a cooperative agreement with China’s Ministry of 
Agriculture. The program’s objectives are to promote U.S. agricultural priorities, 
encourage long-term cooperation, create a positive atmosphere for trade, and enhance 
overall relationships between the United States and the People’s Republic of China. For 
this particular trip, the objectives were (1) to learn about China’s plans for farmer support 
policies in the next five years and potential impacts on U.S. agricultural markets, 
agricultural borrowers, and lenders; (2) explain U.S. experience in supporting farmers and 
current U.S. farm programs; and (3) exchange views with Chinese colleagues on best 
practices for supporting farmers. The sponsoring program agency was USDA’s Foreign 
Agricultural Service. The travel period was two weeks, beginning April 15, 2016, and 
ending April 28, 2016. The majority of the time was spent in Beijing visiting various 
ministry officials. Four days were spent traveling to the provinces of Shandong and 
Sichuan to visit ministry officials. Travel expenses were paid by USDA and China’s 
Ministry of Agriculture except for incidental expenses of $388.25. 

13. Please provide a table showing FCA’s reimbursable agreements for fiscal years 2013 
through 2016. 


FCA Reimbursable Agreements 

Fiscal Years 2013-2016 , 


Agreement 

FY2013 

FY2014 

FY2015 

FY2016 

(YTD) 

U.S. Department of Agriculture 

$150,000 

$83,305 

$600,000 

$0 

Farm Credit System Insurance Corporation 

$419,935 

$334,230 

$366,330 

$478,778 

National Consumer Cooperative Bank 

$287,087 

$295,592 

$105,195 

* 

Note: FCA is required under 12 USC, Chapter 31, Section 3025, to perform annual examination and audit 
work for the National Consumer Cooperative Bank, In accordance with this statute, FCA must be 
reimbursed for costs incurred but must not obtain funds in advance. 


14. Please provide a list of recommendations from FCA’s Inspector General for which 
management decisions are pending as of May 20, 2016. 

For all FCA Inspector General reports issued up to May 20, 2016, we have agreed to all of the 
below Inspector General findings and recommendations and are working to address them. We 
achieve this by completing “agreed-upon actions,” which the Inspector General determines are 
acceptable before closing. 
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Audit on FCA's Commissioning Program - Report issued March 31, 2015 


identify and track specific commisstoning costs to evaluate the Ae pr^^ 'and cost-saving opportunities and 

code revisions, with OMS assistance in implementation. - - ' 


Ahai^e d>e costs and benefitsof streamlining and consofidaWngciiowrtte^t^aMaa^ment milestones through the eliniinatioo : . ^ : 

Commissioning Test simuiatiohs. , . . ' , : , , , / , 


Revise processes to provide feedback to every Associate Examiner on TechnialEwfuattons and Commissioning 7' I 'ti ii(i;)u ; [I'.jif'etest 
pafartMmce.\' 


Audit on Human Capitai Planning at FCA - Report issued February 29, 2016 


Form3lH8,0.e human capitai planning process by: identifying m«nber^ip {|K^BtMis)of. the Human Capitalgovemance faddy, SCTjdi^ig^^ews of 
the Human Capital Plan: objectives, and monitoring and tracking progress toward meeting human capital goals. 


Track data on succession planning efforts. Document the strat^i« to mitigatcthelrisks. Monitor and folipw-up to capture and utilize results. 


Assess organizationatleadership and development prt^ramsand modify to promote, enhance, and improve initiatives within the Agency. 


Coordinate and revise the networkdistribution list for FCA jobannouncementei. 


Increase coordination between QMS and EEOt on special wnphaslsprogtamiand dufa'eachl 


Implement a plan to improve the exit interview process and disperse exit interview data to gather consistent, useful inrormation for comparison and 
trends. 


Provide training to ai! personnel involved in the recruiting and hiring process on potential biases and barriers to employment. 


Conduct an assessment of FCA hiring practices to identic potential banters and areas of improvement. 


Establish a policy that includes the plan for requesting and anal^ing applicant flow data for FCA job announcements. 


Conduct a survey, or use other information-gathering tools, to gather additional targeted information on workplace diversity and inciusion. 


Audit on FCA's Risk Project * Report issued March 31, 2016 


Add or modify current procedures for large IT investments to: Designate a project manager and project management responsibilities; Assess 
resources and determine whether consultants are needed for project planning and implementation; and Establish guidelines for incremental 


Establish a control to ensure project management guidance is implemented for large IT investments. 


Create an Incremental project plan for the remainder of the Risk Project in coordination with the Risk Project workgroup,. Include an assessment of 
required resources and tasks requiring consultants and evaluate other tools that may be incorporated to accompl)5h.ftisk Inject goals and objectives. 


Modify standard operating procedures to define levels of approval for large IT acquisitions and establish a control to ensure appropriate reviews and 
approvals are obtained. 


Evaiuate.Ri!^ Project software licenses before the next renewal period. 


(nspectkm of FCA's Process in Developing and Updating Agency Policies and Procedures > Report Issued 
iflarch31,2016 


Punish procedures for developing, updating,form3tting, approving and communicating PPMs. 


Periodically review PPMs to tertrfy whether policies and procedures are current, need updating, or should be rescinded. 


Consider automating the review and approvals process. 


Audit of FCA's Controls over the Electronic Official Personnel Folder (eOPF) - Report issued April 21, 2016 


Ddcumerit decisions on those.forms FCA is requiring in the eOPF and finalize the eOPF Internal Procedures. 


envelop and implement policies, procedures, and/or controls for new, transfer, and promoted employees to ensure completeness. 


Initiate a process to review and transfer eOPFs for separating perstmnel. Monitor status of transferred files on a quarterly basis to ensure folders are 
closed and can no longer be accessed. 


Complete a plan to update missing Information that includes finalizing the results from the contractor review. 
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15. Has FCA contracted for any studies or analyses with private entities or other 

government entities during the past five fiscal years? If so, please describe the studies 
and/or analyses and include information on the cost of the study or analysis. 


FCA Contracts 

Fiscal Years 2011-2015 

FY 

Contractor 

Services Provided 

Price 

2011 


Consultant for FCS merger 


2012 

Towers Watson 

Compensation consulting services 

$4,000 


CRW Management 
Consultants 

Analyze and assess the needs of the 
human resource department In 
automating processes 

$41,800 


Connie Harshaw 

To serve as a human resource 

consultant 

$100,000 

mm 

Towers Watson 

Compensation consulting services 

$38,260 


Towers Watson 

Compensation consulting services 

$19,000 

2015 

Caliister Nebeker 
& McCullough 

Consultant for establishing and 
maintaining a benefit plan 

$16,000 

2015 

Towers Watson 

Compensation consulting services 

$91,000 

2015 

Delta Research 

Human resource consultant 

$80,000 

2015 

True North 

Consultant for data warehouse 

solutions 

$136,000 

2015 

Digital Management Inc. 

Consultant for data warehouse 

solutions 

$144,000 



































882 


16. Please provide FCA’s compensation scale by classification level for staff. 





7 ■'■•VS 

o "v* Ss^lary Range Structur'- 







Third Quintile 



MilHI 



207,158 

230,988 

230,989 

254,822 

ItKItVi:! 

278,653 




159,273 

179,978 

179,979 

200,683 

200,684 

221,389 

■8felil:li!i! 

242,094 

242,095 


mm 

140,059 

158,266 


176,473 

176,474 

194,681 

194,682 

212,888 

212,889 


MM 

122,421 

138,335 


154,249 

154,250 

170,165 

170,166 

186,079 

186,080 

B3BE5i 

MM 


120,914 

120,915 

134,824 

134,825 

148,736 

148,737 

162,646 

162,647 

176,556 

mw 


105,686 

105,687 

117,844 

117,845 

130,004 

130,005 

142,162 

142,163 

154,321 

Mm 

81,750 

92,377 

92,378 

103,004 

103,005 

113,632 

113,633 

124,259 

124,260 

134,887 


MiBIAI 

80,742 

80,743 

90,030 

90,031 

99,320 

99,321 

108,608 

108,609 

117,897 


BUS 

70,576 

70,577 

78,695 

78,696 

86,815 

86,816 


94,935 

103,053 

MM 

54,591 

61,688 

61,689 

68,784 

68,785 

75,882 

75,883 

82,978 

82,979 

90,075 

KS 



53,919 

60,120 

60,121 

66,324 

66,325 

72,526 

72,527 

78,729 

HU 


'mssmSi 


52,549 

52,550 

57,971 

57,972 

63,393 

63,394 

68,814 

^^M 

36,454 

41,193 


45,932 

45,933 

50,672 

50,673 

55,411 

55,412 

60,150 

IIK9I 

34,716 

39,229 

39,230 

43,742 

43,743 

48,256 

48,257 

52,769 

52,770 

57,282 

im 

33,066 

37,364 

■tMiBW 

41,663 

41,664 

45,961 

45,962 

50,260 

50,261 

54,558 


31,491 

35,584 


39,678 

39,679 

43,772 

43,773 

47,866 

47,867 

51,959 

Note: Total compensation is currently capped at $278,668, 






The Financial Institutions Reform, Recovery, and Enforcement Act of 1989 (FiRREA) requires federal financial 
regulators to strive to achieve-comparabritty in compMation'afid benefit programs Section 1206 of FIRREA 
directs FCA and other federal bank regulatory agencies (FBRAs) Id'^^ek to maintain comparability regarding 
compensation and benefits." These provisions enable FBRAs toeftract and retain qualified staff The agency 
annually surveys the other FBRAs and adjusts its employees' compensation and benefits consistent with FIRREA 
The agency also surveys the private sector, the System banks, atydllsihrsanera! Schedule agencies for purposes of 
general comparison FCA's compensation policy provides compensation at a level similar to the average market 
rate prdvidedTJy other FBRAs. •' ” 


17. Please provide tables showing the loan volume and net income of Farm Credit System 
institutions for the past five Fiscal years. 


Farm CriedK System Loans and Combined Net income 
(in Millions) 

Year 

Gross Loans 

Net income 

2011 

$174,664 

$3,940 

2012 

$191,904 

$4,118 

2013 

$201,060 

$4,640 

2014 

$217,054 

$4,724 

2015 

$235,890 

$4,688 

Source: FCS Annual lriformation Statement 
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18. Please update the Committee on FCA’s opinion of the financial health of the Farm 
Credit System. Provide an explanation of the top five risks to the System and what 
factors work to mitigate this risk and what factors can increase this risk. What is FCA 
doing in response to any potential increased risk? 

The financial health of the Farm Credit System 

The System continues to be fundamentally safe and sound and is well positioned to 
withstand the challenges facing U.S. agriculture during the current cyclical downturn. 
Today, credit stress level in the System’s loan portfolio is well within its risk-bearing 
capacity, with asset quality expected to decline only modestly in 20 1 6 from relatively 
strong levels in 2015. Supporting the overall condition of the FCS is moderate loan growth, 
adequate capital, and reliable access to debt capital markets. 

The System continues to grow at a moderate pace. As of December 3 1 , 20 1 5, gross loans 
totaled $235.9 billion, up $18.8 billion, or 8.7 percent, from December 31, 2014. Real 
estate mortgage lending was up $7.0 billion, or 6.9 percent, as demand for cropland 
continued in 2015. Production and intermediate-term lending increased by $2.9 billion, or 
6.3 percent, from the year before, and agribusiness lending increased by $3.7 billion, or 

11.1 percent. 

The System also continues to enhance its capital base, which strengthens its financial 
position as low or negative farm returns increase financial stress on borrowers. As of 
December 31, 2015, System total capital equaled $48.8 billion, up from $45.7 billion the 
year before. The System’s total capital-to-assets ratio was 1 6. 1 percent, compared with 

16.2 percent a year earlier. In addition, more than 83 percent of total capital is in the form 
of earned surplus. 

The increase in total capital is due in large part to the System’s strong earnings 
performance. For 2015, the System reported net income of $4.69 billion compared with 
$4.72 billion the year before. The small decline results from higher noninterest expenses 
and provisions for loan losses, which offset an increase in net interest income. The increase 
in net interest income stems from a higher level of average earning assets despite a 9-basis- 
point decline in net interest margin to 2.55 percent. Compression of net interest spread is 
expected to continue as interest rates change and borrowers prepay or reprice loans. 

Credit quality in the System’s loan portfolio continues to be strong. In each calendar year 
since 2010, the amount of nonperforming loans has declined, and capital has increased. As 
of December 31, 2015, nonperforming loans totaled $1.6 billion, or 0.69 percent of gross 
loans, as compared with $1.7 billion, or 0.80 percent, a year earlier. Relative to total 
capital, nonperforming loans represented 3.3 percent at year-end. For historical 
comparison, at year-end 2010, nonperforming loans amounted to more than 10 percent of 
the System’s capital. 

Lenders expect an uptick in loan delinquencies and other indicators of loan repayment 
problems later in 2016, but they do not foresee a large increase in problem loans. With 
weak margins, more fanners are expected to change their operating structures to reduce 
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production costs or rebalance their farm balance sheets by, for example, lengthening loan 
terms or selling unproductive assets. 

The System continues to have reliable access to the debt capital markets. Investor demand 
for all System debt products has been strong, allowing the System to continue to issue debt 
on a wide maturity spectrum at very competitive rates. Risk spreads and pricing on System 
debt securities remained favorable relative to corresponding U.S. Treasuries. 

The Farm Credit Insurance Fund, which held just over $4.0 billion at year-end 2015, 
further strengthens the Sy.stem’s financial condition. Administered by the Farm Credit 
System Insurance Corporation, this fund protects investors in Systemwide consolidated 
debt obligations. 

System banks also maintain liquidity reserves to ensure they can withstand market 
disruptions. As of March 31, 2016, the System had sufficient liquidity to pay its debts and 
fund its operations for 1 72 days, which is significantly above the 90-day regulatory 
minimum required for each FCS bank. 

Although the System’s financial condition remains sound, a small number of individual 
institutions display some weaknesses. For the most part, these weaknesses are institution- 
specific involving managerial deficiencies, loan underwriting issues, inadequate risk 
identification and management processes, weak internal controls and reporting, standards- 
of-conduct violations, or noncompliance with laws and regulations. As the System’s 
regulator, the agency addresses these weaknesses through increased supervision of these 
institutions. In some cases, the agency must use its enforcement authorities to safeguard the 
safety and soundness of the in.stitution and to ensure compliance with laws and regulations. 

FCA uses the Financial Institution Rating System (FIRS) to assess the safety and soundness 
of each FCS institution. FIRS provides a framework of component and composite ratings to 
help examiners evaluate significant financial, asset quality, and management factors. FIRS 
ratings range from 1 for a sound institution to 5 for an institution that is likely to fail. 

As the chart below indicates, the System continues to be fundamentally safe and sound. As 
of December 31, 2015, only three System institutions had a composite FIRS rating of 3. 
While these institutions represent less than I percent of System assets and do not 
meaningfully affect the System’s consolidated performance, they require significantly more 
resources to oversee. 
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ComposKe FIRS Ratings - S^lem Banks & Mssoctotiom 


»1 Rated *2 Sated ■*3Ra«d ® 4 Rated 



Top Five Risks to the System 

1. A substantial correction of farm real estate values. Real estate mortgage loans 
accounted for about 46 percent of the System’s total loan portfolio on December 31 
2015. Farm real estate serves as the primary collateral for these loans. Therefore, a 
substantial correction in farm real estate values, after years of rapid appreciation, 
could leave a significant portion of these loans with insufficient collateral. A farm 
real estate market correction appears to be underway. Surveys conducted by several 
Midwestern universities indicate that farmland values have fallen significantly in 
2015. Declines range from 4 percent to 8 percent. The most recent Federal Reserve 
surveys of agricultural bankers show farmland values continued to decline in the 
first quarter of 2016. For example, bankers estimate that farmland declined 4 
percent on average from a year ago in the Chicago District — their largest year- 
over-year decline since the third quarter of 2009. Most of the district states 
experienced some deterioration in their agricultural land values in the first quarter 
of 2016 compared witli 2015, led by Michigan with a 7 percent decline and 
followed by Illinois and Iowa, each with 5 percent declines. 

However, FCA oversight of System institutions indicates that the amount System 
institutions have been willing to lend on farm real estate has generally been 
restrained during this period of rising values. For example, institutions have used 
lending caps, sustainable lending value models, and shortened lending terras to 
minimize lending risk associated with the higher valuations. This conservatism will 
help mitigate the financial fallout to the System from a large correction in values, 
which would affect the financial condition of many System borrowers. 
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Major factors that could elevate this risk would be a substantial and swift rise in 
long-term interest rates and continued low prices for major grains and oilseeds. 
These factors, especially occurring together, would likely lead to a sizable decline 
in farm real estate values. 

2. Protracted period of low grain and soybean prices and reduced farm cash 
income. Following the 2012 drought, U.S. farmers have harvested three 
consecutive years of bountiftil grain and soybean crops. In addition, past high crop 
prices have encouraged significant increases in global crop production, particularly 
from our key competitors - Brazil and Argentina. 

Many analysts are now projecting an extended period of relatively low grain and 
soybean prices as a result of more plentiful world supplies and weaker demand. 
Current grain prices are already below the cost of production for many producers. 

Lower commodity prices have translated into lower farm income. Net cash income 
is projected to fall for the fourth consecutive year in 2016 because of lower farm 
receipts for most crop and livestock products. Net cash income is estimated at $90.9 
billion for 2016, a 2.5 percent decrease from 2015 and a third lower than the record 
$135.3 billion that farmers netted in 2012. Although net cash income is down in 
recent years, it is still above its long-run average of $83.5 billion (in inflation- 
adjusted 2009 dollars). 

While many grain and soybean producers have the financial wherewithal, along 
with crop insurance and government farm programs, to survive a few lean years, 
farmers who have not taken steps to preserve their working capital may find the 
next few years very challenging. Cash grain farms account for about 1 8 percent of 
the System’s total loan portfolio, making it the largest commodity risk for the 
System. The service providers to these industries or producers may also experience 
increasing risk. 

3. A rising interest rate environment. Interest rates, both short- and long-term, are 
poised to rise later this year. The Board of Governors of the Federal Reserve 
System raised interest rates a quarter percentage point in December 2015 for the 
first time since 2006 and appears likely to raise short-term rates at least one time 
before the end of 2016. Higher long-term rates are likely as the economy 
strengthens and inflationary expectations rise. 

The greatest risk to System institutions would occur if rates rise too much, too 
rapidly. This could cause assets, such as farmland or housing, to lose value quickly. 
The dollar would also strengthen further in value relative to the currencies of other 
nations, putting U.S. farm exports at an even greater disadvantage. If these 
developments occur, the System could experience a spike in credit problems 
because of falling collateral values and higher debt servicing costs. 



887 


One mitigating factor is that a large percentage of the System’s real estate loan 
portfolio has been made with fixed rates. These loans are protected from rising rates 
until they reprice or mature. 

These potential credit problems could be exacerbated if rising interest rates lead to 
slower economic growth, choking off the demand for high-valued agricultural 
products and reducing the incomes of fanners producing those products. 

4. Weakened export demand for U.S. agricultural products. U.S. agricultural 
exports are projected to decline for the second year because of the strong dollar, 
sluggish demand, and trade restrictions. USDA projected U.S. agricultural exports 
to fall for the second year in a row in fiscal year 2016 to $125 billion. This is nearly 
1 1 percent below FY 2015 and nearly 18 percent below FY 2014’s record exports 
of $152.3 billion. 

The value of the U.S. dollar hsis appreciated substantially relative to the currencies 
of many of our customers and competitors in agricultural trade over the past two 
years. This raises the cost of U.S. goods to importing countries and makes our 
competitors’ products a better bargain. The strong dollar also made foreign products 
cheaper for domestic consumers, which can displace American products at the 
grocery store and in restaurants. 

Slower economic growth of key importers like China, Japan, and the European 
Union has reduced demand for U.S. farm products. And low petroleum prices also 
reduced the earnings of petroleum-producing countries, which reduced their 
capacity to buy imported products. 

Import restrictions of some countries have contributed to the current shortfall of 
U.S. agricultural exports. Russia’s trade embargo on agricultural products from the 
United States over economic sanctions for its interference in Ukraine remain in 
effect. Also, some import restrictions still remain on U.S. poultry products as a 
result of the avian influenza outbreak in the Midwest in 2015. 

Many U.S. commodities for which System institutions have significant loan 
concentrations have large international trade exposures: around 70 percent for 
almonds, walnuts and cotton; between 40 and 50 percent for soybeans, wheat, 
grapes and milk powders; and around 20 percent for broilers and pork products. 

5. A continuation of California’s drought for several more years. California is now 
in its fifth year of severe drought, and it could go into a sixth year. Even though 
around 64 percent of California was experiencing severe drought conditions as of 
May 17, 2016, more plentiful rainfall, thanks to the El Nino, has significantly 
reduced the area listed in the most severe drought categories and has replenished 
reservoirs. As of mid-May 2016, only the central sections of California were 
experiencing exceptional drought. 
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Despite the recent relief, drought conditions persist and if the drought continues, it 
will curtail more production, and some farm businesses will not survive. Indeed, the 
System may face some very difficult decisions as it assesses the risk facing 
producers who have limited access to water. Many current borrowers may be 
deemed to be un-creditworthy because of limited water access. This would likely 
lead to loan losses for the System. 

A mitigating factor is the resourcefulness Californians have learned from long 
experience with droughts and water distribution issues. Nevertheless, political 
factors make it challenging to find a solution to the serious water distribution issues 
now facing the state. The severe drought in California is a risk for the System 
because nearly 10 percent of its total loan portfolio consists of loans made in 
California 

FCA’s Response to Risk Areas 

FCA maintains strong examination and supervision oversight of all System institutions. We 
are very aware of the changing risk conditions addressed above and we have factored these 
risks into our Office of Examination Operating Plan, our National Oversight Plan, our 
examination oversight program, and each institution’s examination plans. 

The 2016 National Oversight Plan highlighted intensifying credit risk as a key risk issue. 
This risk topic focuses on intensifying credit and collateral risks associated with 
deteriorating commodity prices, high-cost real estate (owned and rented), and aggressive 
capital spending by some borrowers in prior periods. We specifically identified how 
producers may generate net losses in 2015/2016 as commodity prices erode and farm input 
costs (seed, fertilizers, chemicals, etc.) remain relatively static. We are starting to see the 
impact of these events on some borrowers - generally the large and more aggressive 
farmers with a high proportion of leased acres. These individuals will likely be first to 
experience repayment capacity problems and eroded working capital. As part of this risk 
topic, we encouraged the System to be proactive and responsive by counseling customers, 
restructuring debts, and establishing and monitoring stronger credit controls. We also 
reminded institutions to update their ability to handle increased credit risk through special 
credit departments and to ensure that all FCA borrower rights requirements are 
administered properly. 

Our System examination activities include an extensive asset review. This review includes 
individual loan evaluations, credit administration evaluations, loan underwriting 
evaluations, and a portfolio management evaluation. Through our examinations and 
monitoring, we have found that many institutions have repositioned themselves and have 
adjusted their loan underwriting and portfolio management practices to reflect more 
conservatism. Borrowers are being counseled to monitor their working capital positions 
closely. In some limited cases, institutions are working with borrowers to rebalance the 
borrowers’ balance sheets to create working capital or restructure debts. 
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Finally, we have readied our examiners for more credit and collateral risk stress. As 
mentioned previously, we have updated our examination programs and plans. We have also 
hired a cadre of highly experienced credit specialists to complement our FCA examiners. 
These resources allowed us to provide in-depth credit and collateral risk evaluations at all 
System institutions on a risk-based prioritization. 

In summary, we believe we issued the System an appropriate cautionary message before 
risk conditions began to erode. We also prepared ourselves well by adjusting our 
examination program and priorities and by hiring resources to help us identify and measure 
changing risk conditions. We have also maintained a strong and flexible supervisory 
program that requires institutions to take corrective actions when needed. While we expect 
some increased credit risk in 20 1 6/1 7, we believe the System is very well-positioned to 
both manage and absorb these risks. 


19. Are there any System institutions that are under heightened scrutiny or examination 
by FCA? Please provide a summary of each situation. 


There are currently three System institutions, representing 0.6 percent of System assets 
under examination, operating under special supervision as of March 31, 2016. This level 
does not materially affect the System’s safety and soundness. We are dedicating the 
necessary resources to ensure the institutions take prompt and effective actions to address 
negative conditions. The following table summarizes the number of System institutions 
under FCA’s three supervisory classifications. 


Number of institutions by Supervisory Classification 

Supervisory 

Classification 

Number of 
System Banks 
and 

Associations' 

Assets Under 
Examination' 
(in millions) 

Percent of 
Assets Under 

Examination 

Normal Supervision 

74 

$445,495 

99.4% 

Special Supervision 

3 

$2,531 

0.6% 

Enforcement Supervision 

0 

$0 

0.0% 

Total 

77 

$448,026 

100.0% 

^ Supervisory classification as of April 30, 2016. 

^ "Assets under exarninatlon" represent the total assets of all System Institutions prior to the 
elimination of Interrelated transactions between System banks and associations as of December- 
31, 2016. System assets (net of eliminations) totaled $305.0 billion as of March 31, 2016. ' 
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The following information describes the three supervisory classifications in the preceding 
table. 


• Normal supervision means the institution is operating in a safe and sound manner, 
and it is in substantial compliance with applicable laws and regulations. An institution 
under normal supervision typically has a composite FIRS (Financial Institutions 
Rating System) rating of 1 or 2. Any weaknesses in areas such as risk identification, 
business operations, internal controls, governance, standards of conduct, and 
management practices are addressed in the institution’s normal course of business and 
through FCA’s normal oversight and examination activities. 

• Special supervision means the institution is operating under supervisory requirements 
imposed by FCA. This supervisory process allows the institution an opportunity to 
correct identified problems and potentially avoid the need for a formal enforcement 
action. An institution under special supervision typically has a composite FIRS rating 
of3. 

• Enforcement supervision signifies that we have taken one or more formal 
enforcement actions to correct unsafe or unsound conditions, practices, or violations 
of laws and regulations at the institution. An institution under enforcement 
supervision may have a composite rating of 3, 4, or 5. Enforcement Actions are 
further defined in Part C of the Farm Credit Act of 1971, as amended. 

Institutions operating under special supervision or enforcement supervision require 
significant examination and supervisory resources. We have dedicated the needed resources 
to ensure compliance with the supervisory actions within a reasonable period of time. 
System institutions have been responsive to these actions. However, should the current 
stresses in the agricultural economy continue, we expect the number of institutions under 
special supervision or enforcement supervision to increase over the next two years. 

Because of our confidentiality requirements, we cannot disclose institution-specific 
examination and supervision information in this communication. However, we can meet 
with Committee staff to provide more specific and confidential information. 


20. Please update the Committee on FCA’s opinion of the financial health of Farmer 
Mac. 


Farmer Mac’s financial condition and performance is strengthening, with moderate 
program volume growth, sound credit quality, and improved overall quality of capital. 

As of December 31, 2015, Farmer Mac continued to be in compliance with all statutory and 
regulatory minimum capital requirements. Farmer Mac's core capital totaled $564.5 million 
as of December 3 1 , 2015, exceeding the statutory minimum capital requirement by $102.4 
million, or 22 percent, compared to $766.3 million as of December 3 1 , 2014, which was 
$345.0 million, or 82 percent, above the statutory minimum capital requirement. The 
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decrease in core capital primarily resulted from the redemption of $250.0 million of Farmer 
Mac II LLC preferred stock on March 30, 2015, and a decrease in accumulated other 
comprehensive income due to declines in the fair value of available-for-sale securities. In 
2014, Farmer Mac replaced the Farmer Mac II LLC preferred stock, in part, with $150 
million of noncumulative preferred stock that qualifies as tier 1 capital. In response to 
FCA’s new capital planning and stress testing regulations. Farmer Mac instituted a Basel 
Ill-compliant internal capital model in 2013. Farmer Mac reported a tier 1 capital ratio of 
1 0.5 percent at year-end 2015, which was down from 1 1 .4 percent one year earlier. 

Farmer Mac’s total program activity increased to $15.9 billion on December 31, 2015, 
from $14.6 billion a year earlier. Farmer Mac experienced steady growth in its Farm & 
Ranch loan purchases, as well as its AgVantage products. AgVantage transactions are 
general obligations of the issuing financial institution that are purchased or guaranteed by 
Farmer Mac. In addition to the general obligation of the financial institution, each 
AgVantage security is secured by eligible loans under one of Farmer Mac’s programs in an 
amount at least equal to the outstanding principal amount of the security and in some cases 
as much as 106 percent to 120 percent over-collateralized. 

Credit quality remains favorable across Fanner Mac’s four business lines, with low levels 
of problem loans and delinquencies. On December 31, 2015, $104.5 million of the Farm & 
Ranch program portfolio was substandard, representing 1.83 percent of the principal 
balance of Farm & Ranch loans purchased, guaranteed, or committed to be purchased. This 
compares with $132.6 million, or 2.45 percent, on December 31, 2014. Assets are 
considered to be substandard when they have a well-defined weakness or weaknesses that, 
if not corrected, are likely to lead to some losses. As of December 31, 2015, Farmer Mac’s 
90-day delinquencies increased to $32. 1 million, or 0.56 percent of non-AgVantage Farm 
& Ranch loans, compared with $18.9 million, or 0.35 percent, as of December 31, 2014. 
Real estate owned as of December 31, 2015, was $1.37 million, up from $0.42 million a 
year earlier. For Farmer Mac's other lines of business, there are currently no delinquent 
AgVantage securities, rural utilities loans, or underlying long-term standby purchase 
commitments. USDA securities are backed by the full faith and credit of the United States. 

Farmer Mac reported net income available to common stockholders of $47.4 million (in 
accordance with GAAP) for the year ended December 31, 2015, up from $38.3 million 
reported at year-end 2014. Core earnings for 2015 were $47.0 million, compared with 
$53.0 million in 2014.* Net interest income, which excludes standby commitment fee 
income, was $125,8 million in 2015, up from $60.8 million in 2014. Guarantee fee income 
was $14.1 million, compared with $25.2 million in 2014. 


’ Core earnings provide a non-GAAP measure of financial results that excludes the effects of certain unrealized gains 
and losses and nonrecurring items. Farmer Mac reports core earnings to present an alternative measure of earnings 
performance. The components included in core earnings cairxJiations are at Farmer Mac's discretion. 
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21. Please respond to recent criticisms from the American Bankers Association that the 
PCS no longer serves a demonstrated market need; looks to major U.S. 
corporations as its customers; operates without transparency; receives unfair tax 
status; and is directly competing with larger financial institutions. 

Demonstrated Market Need: The System provides credit and financially related services 
to agricultural producers, aquatic producers or harvesters, and farmer-owned agricultural 
and aquatic cooperatives. It also finances agricultural processing and marketing activities, 
rural housing, farm-related businesses, and international agricultural trade. In addition, the 
System funds and discounts loans for certain “other financing institutions.” And through 
participations and syndications with commercial banks, it provides additional credit to 
agriculture and raral America. 

As required by law. System borrowers own stock or participation certificates in System 
institutions. The PCS had about 1.3 million loans and approximately 500,000 stockholders 
at year-end 2015. Approximately 86 percent of the stockholders were farmers or 
cooperatives with voting stock. The remaining 14 percent were nonvoting stockholders, 
including mral homeowners and other financing institutions that borrow from the System. 
The U.S. Department of Agriculture’s latest data show that the System’s market share of 
farm debt was 40 percent, compared with 42 percent held by commercial banks. 

One of FCA’s oversight roles is to ensure that the System fulfills its mission to agriculture 
and rural America by maintaining its presence in the agricultural marketplace and 
providing competitive and dependable credit for all eligible and creditworthy farmers, 
ranchers, aquatic producers or harvesters, and agricultural cooperatives. In fact, the System 
has served its mission during the difficult markets of the past years to help producers and 
rural America. 

When commodity prices soared in early 2008, System institutions stepped forward to meet 
the critical financing needs of the grain elevator industry. Loans to this customer-owner 
segment at CoBank alone increased 176 percent, from $4.2 billion at February 28, 2005, to 
$1 1.6 billion at May 31, 2008. Similar increases in loan demand from grain elevators 
occurred at the other System banks. 

Since then, the System has met increased demands for financing machinery and higher 
input costs for producers. System institutions also helped Midwestern borrowers affected 
by floods and worked with livestock, dairy, and hog producers during stressful market 
conditions. Overall, the System continued to have access to funds and increased its lending 
to agriculture and rural America during a financial crisis and severe recession. 

Lending to Major Corporations: While major corporations are a small portion of the 
System’s customers, the Farm Credit Act authorizes CoBank to lend to farmer-owned 
cooperatives and mral utilities. Rural utilities are eligible to borrow from CoBank if they 
either have a loan, loan commitment, or loan guarantee from the Rural Utilities Service or 
the Rural Telephone Bank, or are eligible for credit from either organization under the 
Rural Electrification Act of 1936, as amended. Wireless carriers (including U.S. Cellular) 
that qualify for credit under the Rural Electrification Act are eligible to borrow from 
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CoBank. Since the wireless communication industry’s infancy, CoBank has lent to wireless 
carriers serving customers located in rural areas. As the industry matured, many rural 
startup cellular companies were purchased by large companies, such as Verizon or AT&T. 
Telecommunication carriers that are not rural utilities under the Rural Electrification Act 
may qualify as similar entities under section 3.1(1 1)(B) of the Farm Credit Act. Both 
Verizon and AT&T qualify as similar entities. Also, each has an extensive wireless 
network in rural areas. Many farmer-owned cooperatives have also grown into large 
agribusinesses with nationally recognized brands that the public sees on the shelves of their 
grocery stores — for example, Welch’s, Ocean Spray, Sunkist, and Land O’Lakes. These 
cooperatives serve an important role in American agriculture. 

CoBank often acts as the System’s lead lender for similar-entity participations, using its 
statutory authority to lend to rural utilities. The lead commercial bank(s) on the $13 billion 
Verizon syndicated loan offered CoBank the opportunity to purchase a portion of the 
credit. When the syndication agreement w'as complete, CoBank and its System partners had 
approximately 6 percent of the total syndication. 

FCA’s review of the Verizon participation purchase (as well as the AT&T deal) fotmd that 
the System has the legal authority for this participation and the risk management benefits 
are consistent with the intent of the authority granted by Congress. Similar-entity authority 
also provides opportunities for commercial lenders and the Farm Credit System to work 
together to meet the needs of agriculture and rural America by mitigating risk. 

Under the Farm Credit Act, the System can only participate in similar-entity loans when a 
commercial lender originates the loan. Commercial lenders must hold a majority of the 
credit exposure. Congress also imposed limits on similar-entity loans to no more than 1 5 
percent of an institution’s total assets. At December 31, 2015, similar-entity volume was 
less than 6 percent of total System assets. 

Transparency: The transparency reference likely relates to FCA’s policy for disclosing 
information about enforcement actions to the public. Under Board Policy Statement PS-34, 
FCA only discloses the following information; (1) the date and type of enforcement action 
taken; (2) the type of institution subject to the enforcement action or, if the action is against 
an individual or entity, the relationship between the person or entity and the institution; and 
(3) a description of the essential facts pertaining to the action, excluding information that 
would identily the institutions or persons involved. Some enforcement actions have 
required FCS institutions to disclose a summary of the enforcement action in their annual 
reports to shareholders. 

In contrast to other federal banking regulators. Congress has not mandated that FCA 
disclose the identities of FCS institutions that have been subject to enforcement action. The 
Freedom of Information Act (FOIA) explicitly exempts information “contained in or 
related to examination, operating, or conditions reports prepared by ... an agency 
responsible for the regulation or supervision of financial institutions” from disclosure in 
response to a FOIA request. We believe that publicly disclosing the identity of FCS 
institutions that have been subject to an enforcement action would adversely affect our 
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ability to promptly and effectively correct violations of law or unsafe and unsound 
conditions in the System, as it would adversely impact the willingness of System 
institutions’ boards of directors to enter into formal written agreements with FCA. Further, 
our regulations require an FCS institution’s borrowers to receive quarterly and annual 
shareholder reports that describe the enforcement action and the causes of that action. Most 
institutions also include a description of actions taken to address the underlying issues. 

System tax benefits: The Farm Credit Act exempts the following System institutions from 
state and federal taxes: 

• Farm Credit Banks (FCBs) 

• Federal Land Credit Associations (FLCAs)^ 

The act also exempts income related to the Insurance Fund from these taxes. 

The Farm Credit Act does not exempt the following System institutions from these taxes: 

• The Agricultural Credit Bank, which is CoBank 

• Agricultural Credit Associations (ACAs) 

• Production Credit Associations 

• The System’s service corporations 

However, the ACB and the ACAs may form tax-exempt operating subsidiaries. For 
example, the ACB has an FCB operating subsidiary, and the ACAs have FLCA operating 
subsidiaries. 

The System’s taxable institutions that operate as cooperatives may qualify for tax treatment 
under Subchapter T of the Internal Revenue Code. Under certain provisions, these 
cooperatives can exclude from taxable income amounts distributed as patronage refunds in 
the form of cash, stock, or allocated equities. The exclusion is subject to the borrowers’ 
consent to include in their individual taxes the income distributed as patronage refunds. 

The cooperative must pay taxes on net income retained and not distributed as patronage 
refunds. 

Most banks pay taxes under Subchapter C of the Internal Revenue Code, which requires the 
banks to pay taxes on their net income and their stockholders to pay taxes on their 
dividends received from the banks. However, small banks whose stockholder numbers do 
not exceed 100 may use Subchapter S of the Internal Revenue Code. Subchapter S allows 
these banks to be taxed as partnerships. If the bank itself pays no taxes, then its 
stockholders must pay taxes on any income or surplus distributed by the bank. There is not 
much difference in the amount or types of taxes paid whether you qualify for Subchapter S 
or Subchapter T. These two subchapters eliminate the double taxation on net income and 
dividends/patronage received associated with Subchapter C. 


^ A Federal Land Credit Association is a Federal Land Bank Association that has received a transfer of direct long- 
term real estate lending authority under section 7.6 of the Farm Credit Act. 



895 


Competition: The Farm Credit Act does not designate the Farm Credit System as a lender 
of last resort — that is, a lender that may serve only those who cannot obtain credit 
elsewhere. Similarly, the act does not specify that the System is a eomplementary souree of 
credit to commercial banks and other agricultural lenders. Instead, the FCS has authority to 
compete with commercial banks and other lenders in making loans to eligible borrowers. 

As a result, the System operates in a very competitive agricultural credit market, and it 
competes for business against commercial banks, life insurance companies, and companies 
providing trade credit. The Farm Credit Act directs the institutions of the Farm Credit 
System to “provide equitable and competitive interest rates to eligible borrowers.” For this 
reason, FCA examinations routinely evaluate the pricing practices of System institutions to 
ensure that all loans cover the cost of borrowed funds, cost of raising and retaining capital, 
and operating costs including, but not limited to, the provisions for loan losses and costs of 
servicing. 

The agricultural credit marketplace is competitive — commercial banks and the System each 
has about 40 percent market share, while insurance companies and trade creditors together 
have a 20-percent market share. This competition directly benefits the farmers and ranchers 
of America as Congress intended when it established the Farm Credit System. Earnings are 
often returned to the System’s owner-borrowers in the form of patronage, which lowers the 
effective cost of borrowing. 


22. Please provide information on the loans under critique by the ABA, including those 
made to Verizon Corporation and Frontier Communications. 

The Farm Credit Act of 1971, as amended, authorizes CoBank to lend to rural 
telecommunication and electric utilities. More specifically, section 3.8(b)(1) of the act 
authorizes CoBank to lend to both cooperatives and other entities that have received loans, 
loan commitments, or loan guarantees from the Rural Utilities Service or the Rural 
Telephone Bank, or are eligible for credit from these organizations under the Rural 
Electrification Act of 1936, as amended. For this reason, telecommunication utilities, such 
as Frontier Communications and U.S. Cellular, are directly eligible to borrow from the 
System. 

CoBank has authority under section 3,1(1 1)(B) of the act to participate in loans with non- 
System lenders to similar entities, A similar entity is not eligible for a loan from a System 
bank or association, but has operations that are functionally similar to the activities of an 
eligible borrower. Telecommunication utilities, such as Verizon and AT&T, have 
significant operations in rural areas, and they qualify as similar entities because they meet 
the statutory criteria. 

Congress established the similar-entity authority to provide System institutions and non- 
System lenders with a tool to manage risk. Under this authority, non-System lenders must 
hold a majority of the credit. System institutions, including CoBank, participate in loans to 
similar entities to diversify their portfolios, improve their financial condition, and provide a 
return to its member-owners — that is, the farmers, ranchers, and cooperatives who borrow 
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from the System. At December 3 1 , 20 1 5, similar-entity volume was less than 6 percent of 
total System assets. All System institutions are below the 1 5-percent statutory limit. 

FCA recently issued written guidance on similar-entity lending. This guidance ensures that 
System institutions have necessary policies, procedures, and internal controls in place. We 
are continuing to monitor and examine the System’s use of this authority, and we will 
provide further guidance as necessary. We are also aware that the System has formed 
workgroups to ensure they use and manage this authority prudently. 


23. Please describe the tax advantages that the Farm Credit System experiences 
compared to traditional banks. 

The System is a cooperative, and this allows it to return its profits to the farmers and 
ranchers who own and control it. This is an important part of Farm Credit’s historic 
mission of service to U.S. agriculture and rural America. As noted above, in creating the 
Farm Credit System, Congress statutorily exempted from federal taxes Farm Credit Banks, 
Federal Land Credit Associations (FLCAs), and income related to the Insurance Fund. The 
tax preferences were provided to FLCAs in order to encourage them to keep long-term 
mortgages on their own books. While traditional commercial banks are not statutorily tax 
exempt, many of these banks benefit from favorable tax treatment through appropriate tax 
planning. 

Other System institutions ate not exempt from federal and certain other income taxes. The 
System’s Agricultural Credit Bank, Agricultural Credit Associations, and Production Credit 
Associations operate as taxable cooperatives. These System instimtions are eligible, under 
Subchapter T of the Internal Revenue Code, to deduct or exclude from taxable income 
amounts determined to be qualified patronage dividends. Provisions for income taxes are 
made only on those earnings that will not be distributed as qualified patronage refunds. 

Traditional commercial banks that are organized under Subchapter S of the Internal 
Revenue Code have a similar ability to exclude income from taxation. Subchapter S 
corporations do not pay taxes at the corporate level; rather, the income of the commercial 
bank is taxed at the shareholder level. 

The tax status conferred by Congress on System institutions enables the System to meet its 
customers’ demand for loan funds in good times and bad at competitive rates. In addition, 
the System’s large exposure to a single industry (agriculture) and its inability to take 
deposits offset at least some of the benefits of its favorable tax status. America’s farmers 
and ranchers benefit from having access to credit from the System at rates competitive with 
those of other lenders. To the extent that the System may have tax benefits, these benefits 
come with obligations, such as lending primarily in the volatile agriculture market, that 
traditional commercial banks do not have. 

In addition, comparing tax advantages of the System and competitor banks is complex 
since the funding mechanism for the System differs from that of most traditional banks. For 
example, investors in System bonds, which are the source for much of the System’s lending 
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capacity, pay federal income tax on the interest they earn on these bonds, whereas the 
source for much of traditional banks’ lending capacity is from customer deposits, which in 
the current low interest rate environment pay virtually no taxable interest. 


24. Please update the Committee on FCA’s efforts to recruit and retain staff, especially 
examiners. 

FCA recruits and hires entry-level examiners through the Office of Personnel 
Management’s Pathways Program. For fiscal year 2016, we continued to refine the recently 
implemented and improved application process. The recruiting season began in fall 20 1 5 
and is ongoing. 

Our recruiters attended more than two dozen recruiting events, almost half of which were 
held at land-grant universities. To help increase the diversity of our workforce, our 
recruiters attended several events at institutions classified as historically black/1 890 
universities, ffispanic-serving institutions, and universities with high minority enrollment. 
Advertising focused on diversity organizations with university chapters, such as the 
National Association of Black Accountants and the ffispanic Association of Colleges and 
Universities. 

Because of our need to attract more entry-level examiners, 2016 was among the heaviest 
recruiting seasons we have had in several years. As a result of our vigorous recruiting 
efforts, we hired 18 associate examiners and 16 summer interns, including diverse 
candidates and veterans. 

In addition, FCA has formed a recruitment committee for the purpose of optimizing the 
recruitment of diverse and highly qualified employees at FCA and to increase 
communications as a whole. We are exploring ways to enhance our recruitment program. 
For example, we plan to use social media resources to leverage and energize our outreach 
to entry and mid-career candidates. 

With respect to retention, we continue to explore various ways to keep staff engaged, 
productive, and motivated to continue on their career development path. 


25. Please inform the Committee of any deviations from the FCA FY 2016 Spend Plan as 
of May 2016. 

The Office of Information Technology is planning to use more resources, including 
additional contract support, to address IT security needs. 
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26. Please describe the recent reorganization of the Office of the Chief Financial Officer 
(OCFO) that occurred at the May 2016 Board Meeting. Please include detailed 
information including employees hired or reorganized; cost estimates and any 
offsetting decreases in other offices; physical office locations for the OCFO; 
organizational diagrams before and after the organization, and any other pertinent 
information. 

On April 27, 2016, the FCA Board approved a reorganization. Prior to that date, FCA had 
an Office of Management Services, with about 30 employees, that performed core services 
related to human resources, administration, training, and finance. That office was divided 
into two offices: an Office of Agency Services, with about 22 employees, which performs 
human resources, administration, and training services, and an Office of the Chief Financial 
Officer, with about 8 employees, which performs finance services. No employees were 
hired as a result of the reorganization, and the physical offices remain in our McLean, 
Virginia, building. The reasons for the reorganization were to improve services and to 
require the managers to report directly to the agency’s Chief Operating Officer. No 
significant increased expenses are expected. Below are two organization charts — one from 
before the reorganization, and one after it. 
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Organization chart preceding the May 2016 reorganization 



"Reports to the Board for policy and to the CEO for administration. 

^Maintains a confidential advisory relationship with each of the Board members. 
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Organization chart following the May 2016 reof^anization 



*Reports to the Board for policy and to the CEO for administration. 

^Maintains a confidential advisory relationship with each of the Board members. 
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27. Please provide a total cost of legal fees incurred by FCA over the past three flscal 
years and provide a detailed list of the source of the costs and respective amounts, 
including the cost of settlements associated with employee grievances, complaints, etc. 


Legal Fees and Costs Associated with Complaints 

Classification 

FY20a4 

FY 2015 

FY 2016 

Legal Fees 



$8,267 

Compensation 

$45,000 

$25,000 


Total 

$45,000 

$25,000 

$8,267 
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